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FRIDAY, 19th October, 1951. 
ORDERS OF REFERENCE 


Resolved,—That the following Members do compose the Standing Commit- 
tee on Public Accounts: — 


Messrs. | 
Anderson, | Croll, Larson, 
Ashbourne, Decore, Macdonnell (Greenwood), 
Balcer, Denis, . Major, 
Beaudry, Fleming, Maltais, 
Benidickson, _ Fournier (Maisonneuve- Nowlan, 
Beyerstein, Rosemont ), Pearkes, 
Blue, Fraser, Picard, 
Boisvert, Fulford, Pinard, 
Boivin, Fulton, Richard (Gloucester), 
Brisson,. Gauthier (Portneuf), Richard (Ottawa East), 
Brown (St. John’s Gibson, Riley, 
West), Harkness, Robinson, 
Campney, Helme, Sinclair, 
Cauchon, Johnston, Stewart (Winnipeg 
Cavers, Jutras, North), 
Churchill, Kirk (Antigonish-Guys- Thatcher, 
Cleaver, borough), Warren, 
Cloutier, ‘Kirk (Digby-Yarmouth), Wright—50. 


(Quorum 15) 


Ordered,—That the Standing Committee on Public Accounts be empowered 
to examine and inquire into all such matters and things as may be referred 
to them by the House; and to report from time to time their observations and 
opinions thereon, with power to send for persons, papers and records, 


TUESDAY, 27th November, 1951. 
Ordered,—That the following Bill be referred to the said Committee: — 
Bill No. 25, An Act to Provide for the Financial Administration of 
the Government of Canada, the Audit of the Public Accounts and the 
Financial Control of Crown Corporations. 


THURSDAY, November 29, 1951. 

Ordered,—That the name of Mr. Low be substituted for that of Mr. 
Johnston on the said Committee. 

. WEDNESDAY, December 5, 1951. 

Ordered,—That the said Committee be authorized to sit while the House 
is sitting. 

Ordered,—That the said Committee be empowered to print, from day to 
day, 800 copies in English and 200 copies in French of its Minutes of Proceedings 
and Evidence, and that Standing Order 64 be suspended in relation thereto. 

Ordered,—That the name of Mr. Argue be substituted for that of Mr. 
Thatcher on the said Committee. j 

Ordered,—That the name of Mr. Noseworthy be substituted for that of. 
Mr. Stewart (Winnipeg North) on the said Committee. , 


Monpay, December 10th, 1951. 
Ordered,—That the Public Accounts of. Canada and the Report of the 
Auditor General for the fiscal year ended March 31, 1951, which were tabled in 
the House on Wednesday, October 31, 1951, be referred to the said Committee. 
Attest. 
LEON J. RAYMOND, 
Clerk of the House. 
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REPORT TO THE HOUSE 


WEDNESDAY, December 5, 1951. 
The Standing Committee on Public Accounts begs leave to present the 
following as a 


FIRST REPORT 
Your Committee recommends: 
1. That it be authorized to sit while the House is sitting. 


2. That it be empowered to print, from day to day, 800 copies in English 
and 200 copies in French of its Minutes of Proceedings and Evidence, 
and that Standing Order 64 be suspended in relation thereto. 


All of which is respectfully submitted. 


L. PHILIPPE PICARD, 
Chairman. 


MINUTES OF PROCEEDINGS 


WEDNESDAY, December 5, 1951. 


The Standing Committee on Public Accounts met at 10.30 o is a.m. this 
day. Mr. Picard, Chairman, presided. 


Members present: Messrs. Ashbourne, Beaudry, Beyerstein, Boisvert, Boi- 
vin, Browne (St. John’s West), Campney, Croll, Fleming, Fraser, Fulford, 
Helme, Jutras, Kirk (Antigonish-Yarmouth), Major, Riley, Robinson, Sinclair, 
Thatcher, Wright. 


On motion of Mr. Browne (St. John’s West): 
Resolved,—That Mr. Croll be Vice-Chairman of the Committee. 


On motion of Mr. Sinclair: 


Resolved,—That the Committee recommend to the House that it be author- 
ized to sit while the House is sitting. 


On motion of Mr. Riley: 


Resolved,—That the Committee recommend to the House that it be 
empowered to print, from day to day, 800 copies in English and 200 copies in 
French of its Minutes of Proceedings and Evidence. 


The time at which the Committee would next meet was discussed and, 
having regard to the number of members of the Committee who are also 
members of other Committees sitting at the present time, it was agreed to meet 
again at 3.30 o’clock p.m., Friday, December 7, 1951, at which time the Com- 
mittee would consider Bill No. 25, An Act to Provide for the Financial Admin- 
istration of the Government of Canada, the Audit of the Public Accounts and 
the Financial Control of Crown Corporations. 

The question of the witnesses to be called and heard on the said bill was 
then discussed and the Clerk was instructed to call the Auditor General, 
Mr. Watson Sellar; The Deputy Minister of Finance Dr. W. C. Clark; the 
Assistant Deputy Minister of Finance, Mr. R. B. Bryce; and the Comptroller of 
the Treasury, Mr. B. G. McIntyre. All of the said witnesses to be present at 
the next meeting of the Committee. 

. At 10.55 o’clock a.m. the Committee adjourned to meet again at 3.30 
o’clock p.m., Friday, December 7, 1951. 


FRIDAY, December 7, 1951. 


The Standing Committee on Public Accounts having been called for 
3.30 o’clock p.m., at 3.45 o’clock p.m. the following members were present: 
Messrs. Balcer, Boisvert, Cavers, Cloutier, Decore, Fulford, Gibson, Helme, Low, 
Jutras, Kirk (Digby-Yarmouth), Macdonnell (Greenwood), Noseworthy, 
Picard. 

There being no quorum present, the, Chairman, at the suggestion of 
several members of the Committee, postponed the meeting until Monday, 
December 10, at 3.30 o’clock p.m. 
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Monpay, December 10, 1951 
The Standing Committee on Public Accounts met at 3.30 o’clock p.m. this 
day. Mr. Picard, Chairman, presided. 


Members present: ‘Messrs. Anderson, Argue, Ashbourne, Benidickson, 
Boisvert, Brisson, Campney, Cavers, Croll, Fleming, Fournier, (Maisonneuve- 
Rosemont), Fraser, Fulford, Fulton, Gauthier (Portneuf), Gibson, Harkness, 
Helme, Kirk (Digby-Yarmouth), Macdonnell (Greenwood), Major, Maltais, 
Noseworthy, Nowlan, Richard (Ottawa East), Riley, Robinson, Sinclair, 
Wright. 

In attendance: Mr. Watson Sellar, Auditor General; Dr. W. C. Clark, 
‘Deputy Minister of Finance; Mr. R. B. Bryce, Assistant Deputy Minister of 
Finance; Mr. B. G. McIntyre, Comptroller of the Treasury; Mr. H. R, Balls; 
Special Assistant (Accounting), Department of Finance, and Mr. D. H. W. 
Henry, Solicitor to the Treasury. 

The Committee commenced consideration of Bill No. 25, An Act to 
Provide for the Financial Administration of the Government of Canada, the 
Audit of the Public Accounts and the Financial Control of Crown 
Corporations. 

Mr. Sinclair raised the question as to the propriety of having Mr. Seller 
give evidence on all phases of the bill before the Committee and it was 
agreed that he would be heard on only that part of the bill relating to 
The Auditor General. 


Dr. Clark was called, outlined the need for the proposed legislation before 
the Committee and made a statement in explanation of Parts I, II and III of 
the bill. 


At 4.20 o’clock p.m. Mr. Croll, Vice-Chairman, took the chair. 


Mr. Bryce was called and made a statement on that part of the bill 
relating to the Treasury Board (Part I). 


Mr. McIntyre was called and made a statement on that part of the bill 
relating to Public Disbursements (Part III). 


Mr. Sellar was called, made a statement on that part of the bill relating 
to The Auditor General (Part VII) and was questioned thereon. 


The Committee then commenced a clause by clause consideration of 
the bill. 


Clauses 1 and 2 were called, considered and adopted. 


At 5.00 o’clock p.m. Mr. Picard, Chairman, resumed the Chair. 


That part of Part I of the bill relating to the Treasury Board, being 
clauses 3 to 7 inclusive, was called, considered and adopted. 


That part of Part I of the bill relating to the Department of Finance, 
being clauses 8 to 15 inclusive, was called, considered and adopted. 


During the consideration of Part I of the bill the witnesses answered 
questions specifically referred to them. 


At 5.50 o’clock p.m. the Committee adjourned to meet again at 11.00 o’clock 
a.m., Tuesday, December 11, 1951. 
R. J. GRATRIX, 
Clerk of the Committee. 
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December 10, 1951. 
3.30 p.m. 


The CHAIRMAN: Order, gentlemen. 
We are here today to start consideration and study of bill number 25, an 
Act to Provide for the Financial Administration of the Government of Canada, 


the Audit of the Public Accounts and the Financial Control of Crown Corpora- 


tions. We have with us as witnesses, Dr. W. C. Clark, Deputy Minister of 
Finance, who will be the first witness; we also have in attendance, I understand, 
Mr. Watson Sellar, Auditor General, Mr. R. B. Bryce, Assistant Deputy Minister 
of Finance, Mr. B. G. McIntyre, Comptroller of the Treasury, Mr. H. R. Balls, 
Special Assistant, Department of Finance and Mr. D. H. W. Henry, solicitor to 
the Treasury. I think it will be in order if Mr. Clark would start by giving us . 


~ a general statement. 


Mr. Sinciair: Mr. Chairman, I would like to raise one point of order before 
we start. I have before me a letter from Mr. Watson Sellar, the Auditor 


General, and I spoke to Mr. Macdonnell and yourself about this; he states that 


he thinks probably it would be better for all concerned if he were not asked 
to be in attendance during consideration of the early part of this bill. He feels 
that he should not be placed in a position where he has to comment on govern- 
ment legislation other than such parts of it as might relate strictly to audit 
matters. He points out that as far as his independence as an officer of parliament 
goes that he should be kept free from any commitment with respect to any part 
of the administration of this Act and that his official administrative position 


should be safe-guarded. The position is this: supposing we are discussing 


sections of this bill and he expresses an opinion favourable to the views of the 
opposition, he might be left open to a charge of favouring them; and, con- 
versely, if he opposes certain sections he might be considered as_ being 
favourable to the opposition. I submit, Mr. Chairman, that that is not a 
desirable position for an officer of the House of Commons to be in, and I must 
confess that it had not occurred to me before. I do agree with him that he 
should not be placed in a position of expressing opinions either favourable to 
government legislation or opposed to it. Particularly, I doubt very much if we 
should ask him to give evidence on administration, except with respect to that 


_part of the legislation which relates directly to the work of his organization. 


I would like to ask Mr. Macdonnell whether or not be agrees with me on that. 

Mr. MAcDONNELL: I think no, perhaps because I was away on Saturday. I 
do, however, see the point Mr. Sellar raises and it seems to me, indeed, I would 
feel that if the Auditor General thought he should not be heard, then that 
would settle it. 

Mr. SINCLAIR: He is here. It is not that he thinks he should not be here. 
Perhaps Mr. Sellar can speak for himself, and perhaps, if the committee 
approves, he could speak for himself very quickly. 

The CHAIRMAN: Would you care to comment, Mr. Sellar? 

Mr. WATSON SELLAR (Auditor General): As Mr. Sinclair says, I brought up 
the question with him over the weekend; and Mr. Macdonnell complimented me 
by asking me my opinion on various matters in the Act, and I pointed out that 
I was in an awkward position, as Mr. Sinclair said—if I criticized the bill I 
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would be considered the chore boy of the opposition, and if I approved the bill 
I would be considered as carrying the ball for the government. I am not in that 
difficult position so far as the audit sections are concerned, as the Department ~ 
of Finance consulted me with regard to that particular part. I am wholly in 
sympathy with it, and the pre-audit was eliminated at my request because if 
my staff pre-audited, then when we came to the final audit we passed up our 
errors, we were not going to show up our inefficiency, and for that reason I 
wanted the pre-audit sections out. There is only one other part concerning the 
audit, and that is the companies’ part. That is a matter for the House to decide, 
but I did point out the other day to Mr. Sinclair that you do leave suspended in 
mid-air the audit of various companies now covered by the Defence Production 
Act when that Act expires in 1956. 


The CHAIRMAN: Before we proceed I might point out that the Auditor 
General wrote to me from Paris that he was busy at the time as one of the 
auditors of the United Nations but was willing to report here on one day’s 
notice, stating that his duty was to the Canadian Public Accounts Committee 
first: I wanted that put on the record because he said that he was willing to 


‘report and, if necessary, would take a plane to return here on time. 


Mr. MACDONNELL: He was lucky that you were there, too, Mr. Chairman. 


The CHAIRMAN: You-know, I always take any remark favourably, rather 
than antagonistically. I have a good nature. 


Mr. FuLTon: On that point, I would certainly gather that we are “in 
agreement with the Auditor General that the Auditor General should not be 
asked to comment on anything he thinks would be embarrassing— 

The CHAIRMAN: He did not say ‘“‘embarrassing”’. 

Mr. FLEMING: To put him in an embarrassing position. 


Mr. FuLtTon: Yes, but I would just want to be clear that this does not 
mean that by agreeing to that proposition that we are through with him on 
the question of the pre-audit, because I wanted to ask him several questions 
on that. . 

Mr. MAcDONNELL: Mr. Chairman, do you think it would be better that we 
hear from Mr. Clark completely before asking him any questions? 


The CHAIRMAN: I was going to suggest that we should give the deputy 
minister a free hand to complete what he has to say—not interrupt him—and 
then the question period may come after. That will be the ruling for the 
time being. | 


Dr. W. C. Clark, Deputy Minister of Finance, called: 


The WitNEss: Mr. Chairman and gentlemen. This bill, as Mr. Abbott and | 
Mr. Sinclair explained in the House, is a revision and a consolidation of all 
the essential measures relating to the financial administration of the govern- 
ment of Canada. I think we ‘all agree that it was time that there should be 
an overhaul of these various measures and that they should be put together 
into one comprehensive statute. You are all familiar with the tremendous 
growth of the financial activities of government in the last few years. You 
can see it on the expenditures and revenue side, the number of employees, 
and so on. You may not have seen how far it extends in certain other directions. 
I was reading the other night an article I had to write for my sins back in 1938 
on the financial administration of the government of Canada, and I saw that 


I started that article by giving some idea of the size and complexity of gov- 


ernment operations. I will just call attention to one or two factors that indicate 
the growth since that time. 

For instance, in cheques cashed, I pointed out at that time that 3-5 to 4 
million cheques, involving a total expenditure of $1-:5 million a year, were 
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_ processed through the government machinery in the course of a year. This 
machinery in the last twelve months processed almost 35 million cheques, for 
a total of $4,800,000,000, and next year there will be another nearly 700,000 
cheques every month issued because of the old age pension program. Those 
of you who know something about the life history of cheques will realize 
there is a tremendous amount of work involved in all that. Bank drafts 
_ received and deposited have increased from 700 million to 4 billion in that 
time. The number of cancelled coupons on government bonds that have to 
be cashed has increased from 4,300,000 in 1938 to over 21,006,000,000 now. 
All this indicates a tremendous growth. The increased complexity is obvious 
from the fact that you have in the appendices to this bill not only 21 depart- 
ments named, but you have-also 10 departmental corporations, 11 agency 
corporations, and 12 proprietary corporations. 

As someone pointed out, those are not all of the Crown corporations or the 
corporations that we have something to do with, but the fact that they are 
divided into these three groups or these three categories indicates the great 
complexity in the pattern. The titles themselves indicate the great diversity in 
the kind of business they do, the kind of operation they carry on. 

There has been tremendous growth and increased complexity in the last 
few years and, more than that, the basic law in regard to our financial adminis- 
tration—the old Consolidated Revenue and Audit Act—goes back without any 
revision at all to the statute of 1931. While there was a substantial revision at 
that time, most of that bill goes back to the earlier Act of 1878, and a good deal 
of it in identical language. This Act in turn was closely modelled on the earlier 
British Act of 1866. 

I think we have all for quite a long while realized that a thorough job 
should be done in revising the legislation and that we should try to bring it 
together in a consolidated statute. We, in the Department of Finance, have 
been working on it for several years but it was very difficult for the senior 
officials of the department to get down to it and get the job done. 

Perhaps there was some advantage in that, as we look back on it, now 
because in the last two or three years we have had a tremendous amount of 
assistance from suggestions made in this Public Accounts Committee, of the 
House of Commons, and by the Auditor General. 

Well, the bill is before you now and we believe it represents a tremen- 
dous improvement over the existing situation. We have simplified the old 
legislation; we have clarified it; we have tried to bring it up to date. We have 
filled in the gaps—at least those of the gaps we felt should be filled in, 
and made a great many other improvements all of which I think are designed 
to make the legislation a more effective instrument to carry out the will of} 
parliament in regard to the collection, custody, and use of government funds.; 

I would like, Mr. Chairman, to illustrate what I have been saying about 
this improvement in the situation by referring to some of the specific changes 
that you will find in the bill and the reasons which have led to the changes. 
If I may make a suggestion, it would be that at this time we should confine 
ourselves to Parts I, II, III, and VII of the bill. Part I is on organization, 
Part II is on public moneys, Part III on disbursement and Part VII is on the 
Auditor General’s section. I think those four parts will give you the heart 
of the bill or the guts of it, if I may use that expression. Most of the essentials 
are there and they are pretty complicated. 

If we go through those parts first and postpone for later time discussion 
on public stores and Crown corporation, public debt, and others of more 
specialized provisions of the bill, I think we can avoid a good deal of confusion. 
Even what I have to say in the parts I have mentioned will involve a good deal 
of technical material. , 
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First you will notice that the bill itself is entitled ‘““The Financial Adminis- 
tration Act”. We studied a good many alternatives to the present title “‘Con- 
solidated Revenue and Audit Act” which we felt was not at all revealing to a 
student or member trying to find out where the law exists in regard to the 
financial operations of government. We finally decided that “The Financial 
Administration Act” was as descriptive a title as we could think of, one which 
would tell the story fairly clearly. 

The definitions in Section 2, the interpretation section, are, I think you wal 
find, a good deal clearer and more precise than the Glider deaniione or the 
denndions in the old Act. I won’t go into them now but I will have occasion to 
call attention a little later on to some of the more fundamental of Be concepts 
there. 

Coming to Part I. Part I deals with organization matters—that is to say 
with the status and function of the various officials and entities which comprise 
the administrative set-up of the government of Canada in so far as financial 
matters are concerned—apart from the Auditor General who is covered in a 
separate section. 

You will note that Part I really takes the place of the Department of Finance 

and the Treasury Board Act, and of the old sections of the Consolidated Revenue 
Act which dealt with the Comptroller of the Treasury. We have brought 
together all of those sections dealing with organization in this first part of the 
Act. I think .the reason for doing so is perfectly obvious. 
First of the entities to be dealt with in Part I is the Treasury Board because 
_ that board is at the top of the hierarchy of the administrative agencies in the 
financial field. As you all know, the board is a committee of cabinet or council 
consisting of the Minister of Finance as chairman and five other ministers 
appointed from time to time by the Governor in Council. 

The bill provides also for the continuation of a practice which has been 
followed by the Governor in Council recently of appointing alternates to the 
regular members. That is a tribute to the amount of work which has been 
performed by the board and the difficulty of having an adequate number 
of ministers at all times. 

In subsection 1 of section 5 you will note that the board is to act as a 
committee of the King’s Privy Council for Canada on all matters relating 
to finance, revenues, estimates, expenditures, financial commitments, accounts, 
establishments, the terms and conditions of employment of persons in the 
public service, and general administrative policy in the public service either 
referred to the board by the Governor in Council or which the board considers 
it desirable to act on, or on which it should act under other statutes. 

Certain of the phrases in that enumeration such as “estimates, financial 
commitments,” and so one are new, and in a later section of this bill there 
are other provisions which also extend the powers of the Treasury Board. 
I think we can satisfy you that all these extensions are justified. However, 
if you will look at section 4, you will find that there is a departure from! 
the present Act in that while in the past the Deputy Minister of Finance 
has been ex officio secretary of the Treasury Board, the minister will hence- 
forth designate an, officer of the department to act as secretary. So this 
merely recognizes a situation which already exists. 

The fact is that. the volume and complexity of the work of the depart- 
ment have grown so rapidly in recent years that it has been impossible for 
the deputy minister to act as secretary. That is a full time job in itself and 
perhaps even more. | 

For some time Mr. Bryce with the assistance of Mr. Taylor, (another 
assistant deputy minister), on salary and establishment matters, has been 
spending most of his days and, I feel, many of his nights, in fact, too many 
of his nights, on Treasury Board matters. 
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I therefore thought, Mr. Chairman, that it would be best if Mr. Bryce 
should be the one to explain in more detail, in the statement which he will 
make in a few minutes, the changes in the Treasury Board section and why 
the minister has thought them desirable. 


The CHAIRMAN: If I may say so, we have had Mr. Bryce before us as 
a witness before and we have been delighted with his cooperation with our 
committee. So it would be quite in order later on to have Mr. Bryce and he 
could explain first what he intends to do with the provisions of the act 
dealing with Treasury Board. 


Mr. MACDONNELL: He has treated us very kindly. 


The WITNESS: The following 3 sections deal with the Department of 
Finance, the Minister of Finance, and the Deputy Minister of Finance in 
substantially the same term as in existing legislation except that certain 
provisions relating to the duties of the deupty minister in regard to the keeping 
of an appropriation book, and receiving certain reports from financial insti- 
tutions and so on have been deleted because they are now obsolete and no longer 
necessary. 

The remaining section of this part deals with the status and some of 
the functions of the Comptroller of the Treasury. His main specified powers 


and duties will be found spelled out in other Sections of the bill particularly 


in part III of the bill. 

Apart from dropping the subsection providing for his retirement at 
age 70, and thereby leaving his retirement to be determined, subject to 
good conduct, in the usual way under the provisions of the Civil Service 
Superannuation Act, as in the case of any other permanent civil servant, 
sections 11 and 12 are in practically the same terms as section 21 of the 1931 - 
Act which, as you will recall, provided for the first appointment of a comp- 


troller of the treasury. 


That was the big and radical innovation introduced by the 1931 revision 
of the Audit Act, the setting up of an officier of the Department of Finance 
who, with his accounting representatives in every department, would act 
to provide centralized control or pre-audit of all expenditures of govern- 
ment and also perform certain expert accounting services required by the 
government. ) 

I think I may say this: that thanks to their ability and character, the 
two officials who have held this office since 1931, Mr. Sellar and Mr. McIntyre, 
the innovation introduced in 1931 has, in our opinon, proved to be amply 


justified. But sometimes I wonder, now that we are getting so far away 


from the old system now which existed prior to 1931, whether we appreciate 
as fully as we should the tremendous load of work that has been thrown 
on the comptroller of the treasury and his staff and the tremendous contri- 
bution they are making to sound financial administration in this country. 

In this bill it has not been found necessary to make any substantial 
modifications of the original conception of the comptroller’s duties and res- 
ponsibilities. Given in the 1931 Act, but you may have noticed from your 
examination of Part III that the bill does propose in certain. respects to extend 
the Comptroller’s powers and in other respects to strengthen his hands by 
giving legislative sanction to certain practices he has already adopted. There 
is also a section, section 15, it is the last section in that part, which authorizes 
him, on request of the minister of the department and with the approval 
of the Minister of Finance, to provide accounting services for a department 
in connection with the collection of the revenues, and to examine and report 
to the minister of the department on departmental collection and accounting 
practices and procedure. This section will give statutory sanction to what 
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is now done by informal arrangement in a number of cases. © Mr. McIntyre 
in his statement will, I am sure, be willing to elaborate on any changes: that 
affect him. ~ 

Now, I would like to make a few comments in regard to Part I of the 
bill, which deals with public money. Right at the start of this part, we run 
into the cardinal statutory requirement on the revenue side of government 
finance, namely, the creation of a single consolidated revenue fund into which 
all public money is required to be deposited to the credit of the Receiver 
General. That, I think, is the most important single principle on the revenue 
side, the greatest protection of the rights of parliament in the control of 
the public purse. This goes back to section 102 of the British North America 
AC 

Now, subsection 1 of section 16 should be read in conjunction with some 
of the definitions. Section 16 says, “all public money shall be deposited to 
the credit of the Receiver General.’ Well, what is public money? If you go 
back to section 2 (m) and you will find ‘public money” means all money 
belonging to Canada received or collected by the Receiver General or any other 
public officer in his official capacity or any person authorized to receive or 
collect such money, and includes 


(1) duties and revenues of Canada, 


(11). money borrowed by Canada or received through the issue or 
sale of securities, 


(111) money received or collected for or on behalf of Canada, and 
(iv) money paid to Canada for a special purpose. 


That is public money. 


Perhaps you should also look at the three preceding paragraphs, (j), (k) 
and (l). “money” includes negotiable instruments, in (7); (l) says that 
“negotiable instrument” includes any cheque, draft, traveller’s cheque, bill 
of exchange, postal note, money order, postal remittance and any other 
similar instrument; and then (k) states that, “money paid to Canada for a 
special purpose” includes all money that is paid to a public officer under or 
pursuant to a statute, trust, treaty, undertaking, or contract, and is to be 
disbursed for a purpose specified in or pursuant to such statute, trust, treaty, 
undertaking or contract. That is public money. 

Those four paragraphs give you the connotation, the whole meaning of 
public money, and I would call your attention, at the same time, to paragraph 
(e), a little further up on the page: ‘Consolidated Revenue Fund’? means. 
the aggregate of all public moneys that are on deposit at the credit of the 
Receiver General. Now, those concepts, I think, are stated in very precise 
and clear terms. 


Mr. WRIGHT:. Would that include— 


The CHAIRMAN: I beg your pardon, Mr. Wright. It has been agreed that 
we would allow Dr. Clark to go on and make his statement without any inter- 
ruptions. You were not here when we agreed to that, but after the statement 
has been made questions will be asked. In the meantime, we will continue 
to hear from Dr. Clark. 


The WITNESS: As I said, I think the definitions are clear and precise now. 
I perhaps might also call attention, in passing, to the fact that ‘public money” 
and ‘“‘consolidated revenue fund” speak in terms of cash receipts and a cash 


fund, and that, I think, is basic to effective parliamentary control: of the public 


‘purse. 
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Subsection 2 of section 16—coming back to Part II again—authorizes the 

Minister of Finance to establish, in the name of the Receiver General, accounts 
with such banks and fiscal agents as he designates for the deposit of public 
money. This subsection is new, but it is just what we are doing now; it is in 
accord with the present practice. Subsections 3 and 4 are in accord with existing 
provisions, but are a little more flexible. Section 17 is a new provision designed 
to regulate a practice which for a long time has been followed by the Finance 
Minister in the purchase and sale of government securities, when he deems it 
advisable for the sound and efficient management of public money or the 
public debt to purchase, acquire and hold securities and pay therefor out of 
the consolidated revenue fund. Clear direction is given for the first time in 
regard to the accounting treatment to be accorded profit and losses on such 
investment operations. 
3 Passing over some of the new sections in this part, some sections of minor 
importance, I should perhaps call special attention to the last two sections in 
the part namely sections 22: and 23. The remission powers to be exercised 
by the Governor in Council under section 22 are somewhat broader that under 
the corresponding provisions of the present law. Thus, power is given to 
remit not only taxes, duties or tolls, but also part or all of fees—fees paid, for 
instance, with respect to applications under a statute, such as the Companies 
Act, which for various reasons are not proceeded with or are withdrawn after 
application or submission. That is one of the changes. Power is also given to 
the Governor in Council when he considers it:to be in the public interest, to 
exempt in advance any case or class of case’ from taxation or fee. This is 
intended to deal with such circumstances as arise in connection with the impor- 
- tation of essential goods that would not be imported or some project which 
would not be proceeded with unless there were firm assurances in advance of 
importation that the goods would not be subject to the tax or duty. A new 
requirement, also; to report in the public accounts every remission of $1,000 
or more will give statutory recognition to the Auditor General’s present practice 
in reporting remissions. 

Finally, section 23 is a new section, designed to enable the Governor in 
Council on recommendation of the Treasury Board to (a) extinguish or (b) 
delete from the accounts, without extinguishing, small debts owing to the crown 
that have been outstanding for many years. At the present time there is no 
parliamentary authority to write off such debts, and considerable expense has 
been incurred by departments in mainting records of claims that are, in effect, 
valueless. This section implements, in part, a recommendation made by this 
committee in its third report to the House 0: Commons on June 22nd, 1950. 
However, you will note that the authority asked for in this section is rather 
limited and the committee may wish to consider whether it is not too limited, 
whether we have been too restrictive in the powers we ask for there. I may 
add, incidentally, that in respect of the other part of the recommendation of 
the committee in the report just mentioned, ‘relating to the writing off of cer- 
tain uncollectible debts accumulated up to 1940 (you remember that was the 
main bulk of this report I was speaking of), it is intended to implement this 
recommendation by an item in the main est‘mates for 1952. 

I now come to Part III, which deals with the control of expenditures and 
may be considered to include some of the most essential, most fundamental 
provisions of the bill as a whole. In this part, there have been quite a number 
of changes in arrangement and in drafting which are intended merely to 
simplify and clarify the law. There are also a number of more significant 
changes designed to improve control: over expenditures and _ financial 
commitments. 

Before referring to these more sree tert changes, I should perhaps call 
attention to three of four sections wher2 any changes made consist: only of 


ee, 
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wording, but which sections incorporate other cardinal principles of parlia- _ 
mentary control over the public purse. I mentioned one such cardinal principle 
on the revenue side. There are also three or four cardinal principles on the 
expenditure side. I refer particularly to section 23, which provides that no 
payments shall be made out of the consolidated revenue fund except with the 
authority of parliament. That is, perhaps, the most important of all. The 
phrase “Subject to the British North America Act” refers to charges under 
sections 103, 104 and 105 of the British North America Act which provide for 
priority of élaims on the fund for expenses of collection and management of 
the revenue, the salary of the Governor General, salaries of judges, and so on. 

Then we come to the second cardinal principle in section 25, which provides 
that all estimates of expenditures submitted to parliament shall be for the 
services coming in course of payment during the fiscal year. “Coming in course 
of payment during the fiscal year” are the essential words there. Then there 
is section 35, a little bit later, which provides for the lapsing of appropriations 
at the end of each fiscal year, with a provision permitting payment to be made 
in the following 30 days where the payments are properly attributable to the 
preceding fiscal year. And perhaps the fourth main principle that I would 
call attention to in that group is a less important section, section 26, which 
requires a warrant of the Governor General for the release: of supply. No 
supply can be released without a warrant of the Governor General. 

It will again be noted here that as in the case of public money and the 
consolidated revenue fund, these provisions also speak in terms of cash 
transactions. | 

Now I come to the sections which relate in part or wholly to the Comptrol- 
ler of the Treasury and the safeguards given by the Comptroller of the Treasury 
in connection with expenditures, These sections are, first, Section 29 is changed 
in form but not in substance from the present law, which requires each depart- 
ment at the beginning of each fiscal year to divide its appropriations into 
allotments in the form detailed in the estimates or in another form approved 
by the Treasury Board, and to submit them to the board through the comptroller. 
The purpose of this is to facilitate the maintenance of commitment and other 
financial controls controlled by the comptroller. 

The second one is section 3), the basic purpose of which is to provide that 
no contract shall be entered intd or have any force or effect unless the comp- 
troller certifies that there are suflicient unencumbered funds in the appropriation — 
to discharge any commitments ¢oming in course of payment during the fiscal 
year. Two additions have been| made in the present version of this section: 
(a) one of which, designed to mbet a problem which arises in connection with 
certain major contracts in the early months of nearly every fiscal year, would 
allow a contract to be entered into on the basis of an item included in the 
estimates before the House of Conjmons—thus making it possible to take advan- 
tage of the best building oo (b) the other making quite clear what 
is not now free from doubt—that departments must submit to the comptroller 
every contract as soon as it is made, whether or not it involves payments in the 
current year or in future years. Qn this basis, the comptroller may establish 
and maintain commitment records for current year’s appropriations as well as 
those of future fiscal years. 

The third section dealing with 


e comptroller’s duties is section 31, which 
has a number of important provisiors, some new, some old; (a) subsection (1), 
which for the first time makes it clea that one of the fundamental principles in 
, connection with the disbursement 0) public money is that no charge may be 
made against a parliamentary apprépriation except under authority and on 
‘ the requisition of the appropriate minister; (b) subsection (2), which as at 
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present requires every requisition for a payment out of the consolidated revenue 
fund to be in such form, accompanied by such documents and certified in such 
manner as the comptroller may require. 

Then you have subsection (3), which defines the types of requisition 
the comptroller shall reject—that is to say, where he thinks it would not be 
a lawful charge against the appropriation, where it would result in an expen- 
diture in excess of the appropriation, or where it would reduce the balance 
below the amount available in the appropriation not already committed. The 
next is subsection (4), which is a new section and permits the comptroller to 
obtain the direction of the Treasury Board concerning any requisition of a 
department which is submitted to him. Subsection (5) provides for certain 
cases where the Treasury Board may overrule or confirm an action of the 


~. comptroller disputed by the department. This is substantially the same as it 


is at present. And lastly (I do not need to call your attention to this, it is 
of minor significance), subsection (7), a new section, which provides that 
where a cost audit is required to be made under a contract to determine the 
amount payable to a contractor, and the cost audit indicates that charges 
are included which in the comptroller’s opinion should not be accepted, such 
costs or charges shall not be allowed as costs to the contract unless the Treasury 
Board otherwise directs. That is another enlargement of the comptroller’s- 
powers. Now, so much for that particular section, section 31. 

There is another one I would like to call your attention to, and that is 
section 33, which is substantially unchanged and which requires that payments 
made out of an appropriation shall be made under the direction and control 
of the Comptroller of the Treasury by cheque drawn on the Receiver General 
in such form and authenticated in such manner as the Treasury Board directs. 
The second subsection is new but merely gives statutory recognition to the 
present practice whereby the chartered banks, through which the comptroller’s 
cheques are presented daily to the cheque adjustment branch of the Department 
of Finance for payment, are reimbursed by a cheque drawn by the Receiver 
General on one or more of his bank accounts. This is to facilitate the work 
of the Department of Finance in the control and management of Receiver 
General cash balances. 

So much for the sections that govern the duties and responsibilities of 
the duties of the Comptroller of the Treasury. 

Of the other provisions of this part, I think I need only make brief men- 
_tion of two or three others. One is section 28, which re-enacts the provisions 
of the old Act relating to the use of Governor General’s warrants for urgent 
and unforeseen expenditures. The language is clearer and there has been 
added a provision requiring that each such special warrant be published in 
the Canada Gazette within 30 days after it is used and that a statement of all 
such special warrants and the amounts thereof be laid before the House of 
Commons within 15 days after the commencement of each session, as well as 
another provision permitting the issuance of a special warrant if an urgent, 
unforeseen expenditure is required when parliament is adjourned sine die or 
to a day more than two weeks after the accident happened or the need arose, 
as well as when parliament is not in session: This provision is made necessary 
by the practice which has developed in recent years of long adjournments. 
Secondly, there is a new provision in section 32, which makes clear that advance 
or progress payments may be made before completion of the work or delivery 
of the goods, if such are in accordance with the terms of the contract. Many 
cases arise where such payments are absolutely necessary. One of the things 
that has arisen in the last year or so was for purchases in the United States 
where down payments had to be made to purchase some government military 
or defence equipment. Thirdly, section 34, which places on the Minister of 
Finance responsibility for the administrative duty of receiving, examining and 
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adjusting paid cheques, etc., with the statement of cheques, etc., issued, and 
relieves the Auditor General of any such responsibility. The Auditor General, 
however, will under section 66(1) continue to have access to the cheque files” 
for the purposes of his audit and he will also under section 34 continue to have 
the sole responsibility for making recommendations to the Treasury Board 
in respect of regulations BOveDuInE the destruction of the paid cheques and 
other instruments. 


(The Vice-Chairman assumed the chair). 


Section 36, amongst other things authorizes the Treasury Board to make 
regulations in regard to accountable advances, and section 39, which is new and 
the purpose of which is to ensure that the Governor in Council has power to 
make regulations prescribing the conditions which shall govern the making of 
contracts involving an expenditure of public funds. 

In addition to making such regulations that may be of general application, 
providing they are not inconsistent with any other Act, Council may, notwith- 
standing the provisions of any other Act, make regulations (a) fixing the 
amounts within which various types of contracts may be entered into without 
the approval of the Governor in Council or Treasury Board; and (b) prescribing 
the security to be given to secure due performance of contre 

Now, Mr. Chairman, I have covered very inadequately and very tech- 
nically, I am afraid, the main features of these first three parts of the Act, 
calling attention to the more significant sections and the more significant 
changes that have been made in the bill as compared with existing law, and 
indicating the reasons which the minister had in mind for recommending the 
changes. There remains to be referred to later today, according to my 
suggestions, only the provisions of Part VII relating to the reésponsibilities 
of the Auditor General, who is an officer of parliament and who would 
generally be called in contradistinction to the Comptroller of the Treasury, 
an outside or independent auditor, that is to say, an auditor independent of 
the administration. I would suggest, Mr. Chairman, that after Mr. Bryce has 
spoken on the Treasury Board sections, and after Mr. McIntyre has spoken on 
the sections relating to his work, that perhaps Mr. Balls, who is very familiar 
with these matters, could be asked to make a statement from the point of view 
of the Finance Minister on the provisions of Part VII of the bill. I think that 
is all. 


The VICE-CHAIRMAN: Is it the desire of the committee that we should now 
proceed to hear Mr. Bryce, or do you want to question Dr. Clark? 


The WITNESS: I think you should hear us all and then you will have the 
whole matter before you. 


The VICE-CHAIRMAN: Is that satisfactory to the committee? 
Agreed. 


| 
Mr. R. B. Bryce, Assistant Deputy Minister of Finance, called: 


The WitNnEss: Mr. Chairman, I think I can be relatively brief in regard to 
the Treasury Board aspects of this because I think Dr. Clark has already 
covered most of the points of any Assia and I would be prepared to answer 
any questions in regard to detail... On those few sections relating directly to 
the Treasury Board, broadly speaking, the intent of the minister here has been 
to bring the statute more clearly in line with the practice as it has developed 
over the past 25 years. That is the reason that specific mention. is made in 
section 3 of alternate members of the board. That is, as Dr. Clark has 
mentioned, the reason for section 4 recognizing the necessity of a full-time 
secretary and the reason why various items were added to the advisory duties 
of the board. The field of duties ofthe board is in section 5. The thing that 
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is perhaps of most interest is subsection 2 of section 5, which is intended to 


streamline in some measure our central administrative procedure on routine 
administration matters.. These four Acts that are mentioned here combine 
many sections that authorize the Governor in Council to take certain types 
of action. In effect, what happens on these matters is that the Treasury Board 
deals with them each week and following the Treasury Board meetings I will 
send up to the Clerk of the Privy Council a file of minutes of the board, perhaps 
a file an inch or so thick, to be approved by the Governor in Council, and 


_while I am not aware of what takes place there in any detail, the ministers 


inform me that rarely do they have an opportunity to scrutinize this file 
of minutes in a useful way, unless there is some particular item that has 
previously been drawn to their attention. 

What we are proposing to do here is to permit the Treasury Board to 
deal finally with those things with which they now deal and, in substance, 
that will save us a considerable amount of time and paper and work on the 
part of the secretarial staff. Of course, it is subject to subsection 4 which 
follows and which makes quite clear that the Treasury Board is subject to 
any direction of the Governor in Council. The Governor in Council must, of; 
course, remain supreme as it always has been. 

There is nothing new in Section 6 of any consequence. 

Section 7 gives the board certain powers to make regulations in respect 
of collection, management, and accounting of public money, what one would 


expect, and it is in accordance with the spirit if not the detail of the old Act. 


Paragraph B regarding records of property really arose out of discussions 
of this committee two years ago when members of the committee felt that 
there should be some systematic provision for records of property. This is 
establishing statutory authority for such systematic provision for those records. 


Section (c) is intended to cover, as you will note, “subject to any other 
Act, prescribing rates of compensation, hours of work and other conditions of 
employment of persons in the public service;’’. 

That really is giving the Treasury Board sort of residual responsibilities 
for those matters which the government must deal with as an employer, 
where it is not altogether clear in other Acts just where the responsibility 
may lie. For example, there is provision in the Civil Service Act, Section 59, 
for exempting certain classes from the effect of that item. We exempt, and 
have for many years exempted from it, what are called ‘prevailing rate’ 
employees who are paid prevailing rates in the localities for that trade. This 
will make quite clear, by statute, that the Board may make regulations cover- 
ing the terms of employment of such employees—which it already does in 
default of action’ by any other central body, the Civil Service Commission 
for instance. So, this is not new in substance although it is a new statutory 
provision. 

Subsection (d) is intended to deal with two types of payment to employees 
where it is considered—we considered it and the minister considered it—a 
sensible simplification to recognize that these payments had to be made to © 
civil servants under certain conditions, in addition to the salaries that they 
are receiving. There is a section in the Civil Service Act which says—I 
have forgotten the actual wording—that a civil servant shall not receive any 
payment in addition to their regular salaries. 

That section, as I recall the meaning of its origin, was to prevent duplicate 
salaries, allowances, and such payments growing up, so that you could not 
tell what individuals were in fact being paid. It had a very sensible purpose 
when it was introduced but it does not mean that when we pay allowances 
to persons in the public service, for example for travelling and that sort of 
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thing, that it is necessary to get exemptions under Section 59. of the Civil ioe 


Service Act, the terms of which seem to us rather cumbrous and not intended 
to carry out what has been recognized by parliament and the government 
for many years as necessary procedures. : 

Paragraph (d) is intended to do that. 

Mr. BENIDICKSON: I do not want to interrupt but I find this a very un- 
satisfactory way to carry on. I have no quarrel with the witnesses, but I have | 
‘ with our decision on procedure. It seems to me that if we have questions to 
ask while we are reading a section through and while we have the explana- 
tion in front of us, we should ask the questions and not wait until later when 
we probably will Hot even have Hansard before us to recall what the expert 
witnesses have had to say. 


In addition, you are going through the bill section by section but we are - 


not going to have time, if you do not take advantage of the time spent now, 
to read it. 

The VICE-CHAIRMAN: It seemed, Mr. Benidickson, that if they gave us a 
bird’s eye view of the bill it would. be so much easier at the end when we 
went through it, 

Mr. BrenrpicKson: I am not too familiar with future intentions but we 
certainly will not have the Hansard— 


Mr. SINcLAIR: I am just putting entries on the page right across from 
the section and I am going to ask questions when we come back. I think the 
bird’s eye view is most helpful and that a]l members have to do is make 
notations across from any section on which they wish to ask questions. 

Mr. MAcDONNELL: I am trying to do that. 


Mr. BENIDIcKSON: I hope we do not have to go back on these sections 
until we have a copy of Hansard. 


The VICE-CHAIRMAN: Well we certainly will, Mr. Benidickson. We are 
not going to have Hansard when we deal with this bill. 


Mr. SINCLAIR: Why can Mr. eM oie ie just put a mark on the 
opposite page to clause 7? 


Mr. BENIDICKSON: I have not any questions on clause 7 but Dr. Clark 
went through the second section which had 25 paragraphs. He indicated that 
he was only going to speak about a few but he spoke about every one but three. 


The VicE-CHAIRMAN: What they are trying to do is to hit the highlights 
on things that may appear to be important to you. Let us try it for a little 
while longer and see how we get along. 


The Witness: I am just about through, as far as I am concerned, and I 
presume you will then want to go ahead with questions. 


The VicE-CHAIRMAN: Mr. Benidickson, ask your question if you wish. 
Mr. BENIDICKSON: I have not a question,on that section. 
The VIcE-CHAIRMAN: Have you finished, Mr. Bryce? 


The WitTNEss: One thing I might add is that in this subsection, paragraph 
(d) (i) we have made specific reference, for the first time that I know of in 
legislation, authorizing payment to persons in the public service of compensa- 
tion or other rewards for inventions or practical suggestions for improvements. 


Mr. Knowles spoke about this matter in the House at some length, and 
from our point of view quite helpfully, in giving information on it. I might ~ 
say we have been making some study of suggestion plans, but we do not 
have regulations drafted or anything of that sort yet. It is a subject which 
is here recognized for the first time in statutory form, and we are, as far as 
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the indications the minister has given me are concerned, informed that it 


would be his intention-to bring forward to the Treasury Board, if and when 


the Act is put through in this form, certain regulations on the subject. 


Mr. HARKNESS: Was that not recognized in the National Defence bill which 
we passed last year? 


The WitNnEss: It may have been, sir, in regard to members of the forces. 


Mr. Harkness: Mr. Campney will recall it. I believe there’ was a similar 
clause put in regarding payment for inventions and so forth to service personnel. 


Mr. CAMPNEY: That is right. 


The VICE-CHAIRMAN: Have you anything more ak Bryce? If not, let 
us hear from Mr. McIntyre? 


Mr. B. G. McINTYRE (Comptroller of Treasury): I do not know there is 
very much I can add. Dr. Clark has covered the parts of the Act that are 
of direct concern to my office pretty thoroughly, and has, as a matter of fact, 
stolen most, of my thunder. 

The part that deals particularly with the office of the Comptroller of the 
Treasury, his duties and responsibilities, is Part III, public disbursements, 
embracing Sections 24 to 40. They cover all the ground of commitment 
control, control over payments to people within the limits of appropriations, 
and general requirements with respect to economy. As Dr. Clark stated, they 
are substantially the same as contained in the present Act. There are a few 
new sections and subsections which have been added to this part principally , 
to confirm by legislation what has in practice been followed for a great many. 
years. You will find the same type of introduction that has a bearing on 
my office in the public monies section, Section 19 I think it is, which is new, 
and really serves exactly the same purpose—to confirm by statute what has 
been followed in practice for a great many years. 

We have an organization of a central office, and branch offices located 
with the various departments to provide the required service, not only in 
Ottawa but across Canada and outside Canada. We have one office in London 
and one office in New York. That briefly is our organization. It is built 
to give departments what we feel is the best direct service they can receive 
from us. It is therefore necessary that the staff be located in close proximity 
to the offices of the department they are required to serve. 

I do not think I have anything more than that. 


The VicE-CHAIRMAN: Thank you, Mr. McIntyre. We could now hear 


-from Mr. Balls. 


Mr. SincLarir: Mr. Balls has been in both the Auditor General’s department 
and the Finance Department—he is now in the Finance Department but I 
think as we have the Auditor General that he could speak on the sections 
referring to him and we could relieve him of waiting in attendance here. 


Watson Sellar, Auditor-General, called: 

The WitTNESS: Well, Mr. Chairman, there are no material changes in the 
audit section that have been made except at my suggestion. Earlier, Dr. Clark 
referred to the fact that I was no longer required to keep record of the 
redeemed cheques. I suggested the deletion of that because it was a duplica- 
tion of work and a cost to the taxpayer which I did not think was necessary. 
I have already told you about the pre-audit thing, and on Part VII there is 
only one section—and I mentioned it to Mr. Macdonnell the other day and 
in fairness to other members I should point it out to them now. I was very 
anxious that subsection 3 of Section 65 should in due course be given an elastic 
interpretation. 
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It reads: “The provisions of the Civil Service Superannuation Act, except 
those relating to tenure of office, apply to the Auditor General.” 


In subsection (1) above, the retirement age is fixed at 65. Under the Civil 
Service Superannuation Act a civil servant can get out at 60 and I do not met 
want to stay until 65. I claim that the Civil Service Superannuation Act applies 
but the Act reads that I cannot stay after 65. I hope I am right, sir. That is 
the only change. 

The VicE CHAIRMAN: It is a new kind of argument to present to us but 
we are willing to listen. 

The WitNEss: I do not think there are any material changes here what- 
soever. I would be very glad to answer questions that you may wish to put 
to me. 

I argued against Section 74 being continued as-we never use the Inquiries 
Act—we never have. It has been there since the start and it is still there. 

Section 75 is brand new. That was also suggested by me because I did not 
think that I should audit my own accounts and I suggested someone else should 
do it. We copied the English practice in that regard and, as far as I am con 
cerned, that section is quite workable—as far as the audit office is concerned. 

Mr. SIncLaAtr: As far as Section 74 is concerned, it does not limit you—but 
in case you wanted the power— 


The WITNESS: We never used A saci ts was used as an argument to 
introduce Part I of the Inquiries Act. The Auditor General was given it years 
ago. We had a very high class Auditor General named Mr. MacDougall who 
got into a conflict in the 1890’s and the government gave him the power to 
inquiries. Later on they extended it to all others on the ground that he had 
it and all ministers had it. Actually, it is never used. If you wanted to kill 
off some dead lumber you could cut it out. | 

The ViczE CHAIRMAN: But it does not take up much paper. Incidentally, 
when you refer to high class auditors, we do not think that Sellar is bad either. 

Mr. SincLair: I do not think that Mr. Sellar wants to remain in 
attendance— 

The WITNESS: If you have no objection I will hang around because I am 
interested in this Act. 

The ViIcE CHAIRMAN: He said the changes were made at his suggestion, so 
the committee has that information. 

Mr. HARKNESS: What is the meaning of Section 68 and these words: 
“ , . . . make such examination of the accounts and records of each regis- 
tran: .’ what registrars are they? 

The WITNESS: That is the registrar of the public debt. You have the 
registrar with the Bank of Canada, with the Bank of Montreal in New York, 
with the Bank of Montreal in London, England. They are registrars of the 
public debt. It is provided under that section that we shall audit those accounts. 

Mr. MACDONNELL: Is the word “registrar” defined anywhere in the Act? 

The VICE CHAIRMAN: Yes, at the bottom of page 2. 

The WITNESS: And in the debt section it is repeated again. 

The VicE CHAIRMAN: We have now had a quick résumé of the bill. 

The WITNESS: Pardon me if I just add to that answer. If you look at 
Section 47, Mr. Macdonnell, you will see that the Governor in Council may 
appoint one or more registrars— 

The VIcE CHAIRMAN: Well, you sit right Het! Mr. Sellar, we might need 
you. 
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Mr. BENIDICKSON: Before Mr. Sellar leaves—he is quite independent. We 
have the department officials and other witnesses here who are associated with 
the Department of Finance, but I appreciate Mr. Sellar’s original statement that 


we are in this position. This is a bill advanced by the Minister of Finance and I 


do not think we should ask Mr. Sellar to say whether the provisions are good 
or bad—the provisions that do not relate to his own work—but he is familiar 
with the Act. 

Everyone who has spoken to us so far has said in summary that this bill 


is pretty well just bringing into statute form practices that have been carried 


on for some time. Now, with respect to the sections that we have had explained 
to us up to now, are there any notable exceptions in that they have not been just 
because of giving legislative authority to past practices? 


Mr. SINCLAIR: Surely that is the very point I first brought up. 


Mr. BENIDICKSON: I am not asking if it is a good or bad thing, but he 
knows the Act and he does not come from the Department of Finance. I am 
simply asking what sections in it aré not just giving legislative authority to 
present practices. 

The WITNESS: I would have to go through them section by section before I 
could give you an honest answer. ; 


Mr. BENEDICKSON: You will be here? 


The WITNESS: The way I look at it is this. Let me illustrate where I 
might be of some use to you, because I want to be of help. When you come 
to a section which Dr. Clark did not refer to, and quite properly did not refer 
to, where there was no change, and where it is a section which says estimates 
submitted shall be for the year—and that has been in for a long time—in view 
of the discussions before this committee, I would like to suggest that you con- 
sider adding ‘“‘and that they shall be presented in such form as the House of 
Commons may from time to time direct.” After all, the Governor in Council 


- is the suppliant for money and the House has some say in what form estimates 


should be submitted. I am not suggesting any change except that you could 


just add language to dictate the form of the estimates. 

The VICE-CHAIRMAN: To assert our authority? 

The WITNESS: That is all. 

The VICE-CHAIRMAN: We will get it just the way the government wants 
to give it to us. 

Mr. SrtncLarir: Mr. Croll, that is not either fair or right. When this 
committee sat a year ago one of the many good jobs it did was to change the 
form of the estimates to give more detailed information to members and also to 
have the sheet at the back giving a functional breakdown of the estimates. 

The VICE-CHAIRMAN: Don’t get too serious. 

Mr. SINCLAIR: That is all right for you to say that but the record does not 
show that big smile on your face. 

The VICE-CHAIRMAN: You can point to it. 

May I suggest, gentlemen, that we now have a better idea of what this 
bill is all about. 

Mr. BENEDICKSON: I will repeat my question later on, after I have some 
idea. 

The VICE-CHAIRMAN: Well, let us start with section one and see how far 
we can get. I will call Section 1. 

Carried. 
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Section 2. 


2. In this Act 
(a) “appropriate Minister’? means 
(i) with respect to a department mentioned in subparagraph (1) — 
of paragraph (f), the Minister presiding over the department, 

(ii) with respect to any other department, the Minister designated 
by the Governor in Council as the appropriate Minister, 

(iii) with respect’ to the Senate and the House of Commons the 
respective Speaker, and with respect to the Library of Parlia- 
ment the Speakers of the Senate and the House of Commons, 
and 

.(iv) with respect to a corporation to which Part VIII applies, the — 
Minister designated by the Governor in Council as the appro- 
priate Minister; : 

(b) “appropriation”? means any authority of Parliament to pay money 
out of the Consolidated Revenue Fund; 

(c) ‘‘authorized agent” means any person authorized by the Minister 
to accept subscriptions for or make sales of securities; 

(d) “Comptroller” means the Comptroller of the Treasury appointed 
under this Act; 

(e) “Consolidated Revenue Fund” means the aggregate of all public 
moneys that are on deposit at the credit of the Receiver General; 


(f) “department” means 


(i) any of the departments named in Schedule A, 

(ii) any other division or branch of the public service of Canada, 
including a commission appointed under the Inquiries Act, 
designated by the Governor in Council as a department for the 
purposes of this Act, 

(iii) the staffs of the Senate, the House of Commons and the Library 
of Parliament, and 

(iv) any corporation named in Schedule B; 

(g) ‘fiscal agent’? means the Bank of Canada and a fiscal agent appointed 

under Part IV; 


(h) “fiscal year” means the period from the first day of April in one 
year to the thirty-first day of March in the next year; 


(1) “Minister” means the Minister of Finance and Receiver General; 
(j) “money” includes negotiable instruments; 


(k) “money paid to Canada for a special purpose” includes all money 
that is paid to a public officer under or pursuant to a statute, trust, 
treaty, undertaking, or contract, and is to be disbursed for a purpose 
specified in or pursuant to such statute, trust, treaty, undertaking 
or contract; 


(l) ‘negotiable instrument” includes any ‘cheque, draft, traveller’s 


cheque, bill of exchange, postal note, money order, postal remittance 
and any other similar instrument; 


(m) “public money” means all money belonging to Canada received or 


collected by the Receiver General or any other public officer in his 
official capacity or any person authorized to receive or collect such 
money, and includes 

(1) duties and revenues of Canada, 

(11) money borrowed by Canada or received through the issue or 

sale of securities, 

(1ii) money received or collected for or on behalf of Canada, and 
(iv) money paid to Canada for a special purpose; 


PUBLIC ACCOUNTS 23 


(n) “public officer” includes a Minister and any person employed in the 
public service of Canada; 

(0) “registrar” means the Bank of Canada and a reiatean appointed 
under Part IV; 

(p) “securities” .means securities of Canada and includes bonds, notes, 
deposit certificates, non-interest bearing certificates, debentures, 
treasury bills, treasury notes and any other security representing 
part of the public debt of Canada. 


Mr. MAcDONNELL: I have a question on 2 (k): “Money paid to Canada 
for a special purpose’. I suppose there is a case where money could be paid 
to Canada, such as by a foreign government purchasing munitions in this 
country, or anything of that kind, where the money would just go like, 
cther money into the consolidated revenue fund, or is it conceivable that you 
might have a separate fund for moneys which were in no sense that of this 
government? 


Mr. CLARK: If there was a contract or, let us say an agreement, under 
which that money would be paid to us to be used for the purchase of defence 
equipment for a foreign government, I think it would be money paid to 
Canada for a special purpose. It would be public money in that sense and 
it would go into the consolidated revenue fund but it could be disbursed for 
the specific purpose without further appropriation by parliament. 


Mr. MAcDONNELL: That seems to be good sense, but I am just wondering 
if we would get tangled up with anything which we did not expect once it 
got in there? 


The VICE-CHAIRMAN: Are you. clear flere. Mr. Macdonnell? 
Mr. Bryce: Refer to Section 20 on page 7. 


Mr. CLARK: ‘“‘Money received by or on behalf of His Majesty for a special 
purpose and paid into the consolidated revenue fund may be paid out of the 
consolidated revenue fund for that purpose, subject to the provisions of any 
statute applicable thereto.” 


Mr. MACDONNELL: What are you reading? 
Mr. CLARK: Section 20, page 7, subsection (1). 


Mr. MACDONNELL: “Subject to the provisions of any statute applicable 
thereto.” 


Mr. CLARK: That relates to this kind of thing—say the Unemployment 
Insurance Fund or perhaps the Old Age Pensions Fund, which are covered 
by parliamentary statute. Moneys would be put into these funds and used for 
purposes specified. In the case you mentioned there would be a sort of contract 
or agreement between the foreign government and ourselves for the use of 
that money for certain purposes. There would not be any other expenditure 
out of it; it would be according to that contract or agreement with the foreign 
government and not according to any other statute. 


Mr. MAcDONNELL: I do not think there would be anything in it in 
substance, but there is just this one question. If it was a private business 
you would establish a separate trust fund and those moneys coming in and 
going out would not enter into your own business. You consider it convenient 


_ that the money go into the consolidated revenue fund and you see no difficulty 


in getting it out? 

Mr. CLARK: No. 

Mr. WRIGHT: I wanted to ask if included in that definition of ‘public 
money’ would be the surplus of Crown corporations? It seems to me that 


Crown corporations that have surplus funds have public money which would 
go into the consolidated revenue fund. 


24 STANDING COMMITTEE 


Mr. CuaRK: It would not be public money. I am thinking of the proprietary 
or agency corporations—until the Corporation profit or surplus was turned 
over to the government it would not be public money. ! 

I would think public money means all money belonging to Canada 
received or collected by the Receiver General or any other public officer in- 
his official capacity or any person authorized to receive or collect such money 
—that is (m) of Section 2 and, down below you have “public officer” which 
includes a minister and any person employed in the public service of Canada. 

Your question, Mr. Wright, would relate to who are included amongst 
““oublic officers’. 

Mr. WRIGHT: Yes. 

Mr. CLarK: I would think clearly that in the case of prophiarane Crown 
corporations like say the Canadian National Railways— 

Mr. WRIGHT: Or the Polymer Corporation? 

Mr. CLarK: They would not be in the public service of Canada, so the 
money would not be public money. I think that would be true of practically 
all agency corporations although there may be one or two where the governing 
Act specifically states that the officers of the Corporation are public officers. 

Mr. MACDONNELL: Does not Section 81, subsections (2) and (3) deal 
with that? 

Mr. SINCLAIR: It is still in the name of the corporation—‘to the credit 
of a special account—in the name of the corporation”’. 

Mr. WRIGHT: I raised the question because it seems to me that earnings 
of Crown corporations should be public money and should be paid into the 
consolidated revenue fund. 

Mr. MACDONNELL: What about ‘subsection 3? 

Mr. SINCLAIR: Subsection (3) covers it. 

The VIcE-CHAIRMAN: It would be subject to the Act in each specific case. 
If the Act provided it it would be public money. 

Mr. WRIGHT: I think it should be in the definition. 

Mr. MAcDONNELL: Look at 81(3) and see if it is covered? 

Mr. GIBSON: Where does the King’s Printer get the right to accept pay- 
ment in his own name? Is that under his own Act? You can make a cheque 
out to the King’s Printer— 

Mr. CLARK: Where does he get the right? 

Mr. GIBSON: Yes—rather than the Receiver General? 

Mr. CLarK: Under the Public Printing and Stationery Act, I would think. 

Mr. McIntTyRE: It must be deposited to the credit of the Receiver General. 

Mr. CAMPNEY: What would be an example of non-public moneys which 
the government might receive? I cannot visualize it. We are saying what public 
money is, as receiving by the Department of Finance—but what other moneys 
might be received which might be non-public moneys? 

Mr. CLARK: I would say one example would be what Mr. Wright was 
speaking about a moment ago—passenger fares collected by the Canadian 
National Railways are not public moneys, although they are moneys in the 
hands of a Crown corporation. 


Mr. CAMPNEY: But they are not received by the government of Canada; 
they are collected and held by the government of Canada. 


Mr. SINCLAIR: Deposit cheques on contracts? 


Mr. CLARK: Yes, payments made by an estate, and I think also payments 
in excess of an amount of a fee levied against a man would not be public money. 


(Mr. Picard resumed the chair.) 
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Mr. CAMPNEY: Would that not be put in the consolidated revenue fund? 

Mr. CLarK: No, the extra amount would be passed back. 

Mr. CAMPNEY: In the meantime where would it be? In the consolidated 
revenue fund? 

_ Mr. Fraser: Tied up in red tape. 

Mr. CLARK: It would be deposited to the credit of the Receiver General 
but not public money. 

Mr. FULFORD: Crown assets receipts from disposals go into the consoli- 
dated revenue account? 

Mr. CLARK: Yes, receipts are transferred into the consolidated revenue 
account. 

Mr. FULFoRD: It seems a very loose way of accounting. Crown assets 
might sell something for $1 million that cost the department $10 million a 
few years before. 

Mr. FULFoRD: It is a loose way of keeping track of losses. 

Mr. SINCLAIR: They are not necessarily losses. For instance, in military 
stores, when an aircraft is obsolete it is obsolete and all you are doing is 
carrying out salvage operations which you in your own business do on stock 
that is no longer useful. You cannot talk of a loss for things turned over to 
crown assets, because then it is only a matter of salvaging what you can. 


- My understanding of section 81 is that it authorizes payments to be made out 


of surplus of these companies. All these companies must keep some surplus 
the same way as any other company keeps a surplus in hand, and just the 
same as the surplus of an ordinary company is paid out to stockholders there 
is provision in section 81 (2) and (3) to pay this money back to the people 
of Canada on approval of the Minister of Finance and the appropriate minister, 

Mr. Nowtan: Mr. Chairman, I think at this point maybe the Auditor 
General would have a word of explanation just as to what Mr. Fulford 
inquired about. 

fir. Setar (Auditor General): Mr. Fulford’s question was with regard 
to War Assets. The law stipulates that the company shall turn over to the 
Receiver General at the end of each month the proceeds of sales which are 
made during the month, less the commissions which they are authorized to 
retain, which currently is 10 per cent. They are entitled to 10 per cent for 
their services. They now have a surplus arising out of that 10 per cent because 
their costs are not 10 per cent; for instance, if they made a sale of a million 
dollars they would have to turn over $900,000 at the end of the month to the 
Receiver General and then it goes into the consolidated revenue fund. It 
does not cost the corporation $100,000 for administrative purposes. In their 
report this year they say that it costs around 3 per cent. Notwithstanding that 


they collect 10 per cent, but that is due to a special reason this year, it is 


because of the sale of ships. A good example is the estate of a deceased service- 
man, or the proceeds from Canadians which are received by the Commander 
in Chief, who has prerogative powers which are not part of those of the civil 
powers, and those are, by the National Defence Act, described as non-public 
moneys. Proceeds from sale of garbage is another one that goes to the credit 
of the welfare activities. 

Mr. MAcDONNELL: Are we satisfied on that point? I call attention to section 
24, which says that: 

Subject to the British North America Acts, 1867 to 1951, no payments 
shall be made out of the consolidated revenue fund without the authority 
of parliament. 
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It seems to me that Mr. Sinclair, in particular, brought up or made reference to 
funds which can get into the public accounts, namely, deposits by contractors. 
Mr. SINCLAIR: They are not public moneys, so they.are not in the con- 
solidated revenue fund. 
Mr. MacpoNNELL: Wait a minute, they are paid to Canada for a special 
purpose. a 
~The CHaIRMAN: Would they be in the consolidated revenue fund? 
Mr. FLEMING: It seems to me you would have difficulty keeping them out 
of it, however. ‘ 
The CHAIRMAN: Perhaps Mr. Henry would advise us on that. 


Mr. Henry: Deposits by contractors are covered by a special section of the 
Act, section 19. Another example, perhaps, of a general kind, is general purpose 
moneys, referred to a moment ago. Whenever you find in this Act that certain 
expenditure can be made, that is a general appropriation as if it was in another 
Act, so you have got the authority of parliament. What the section means, 
section 24 where it says no payments shall be made without the authority of 
parliament relates to other expenditures which are not already covered. 

Mr: HARKNESS: In section 2 (f), where “department” is defined for purposes 
of this Act, it appears to me that any part of the public service at all can be 
declared a department for the purpose of this Act. To what extent is that used, 
or how many of these departments do we have? 

Mr. Baus: The first part of our definition of “department” represents 
those departments which have been formally established by statute and over 
which a designated minister has been named to preside. 


Mr. HARKNESS: My question does not refer to that. 


Mr. Baus: No, quite, but in addition to that there are a number of other 
bodies which have all the attributes of departments but there are no designated 
ministers, and this is a device which we have introduced to bring into the 
scope of the operation of this Act, ‘first of all, the operations of these bodies and, 
also, if you will notice under our provision 2 (a), we provide for the designa- 
tion of a minister with respect to these other bodies. Now, the sort of organiza- 
tion that we have in mind would be, for instance, the Public Archives, the 
Privy Council. There are quite a few other bodies of that nature which are not 
formally established by statute and which it will be necessary for the Governor 
in Council to designate as departments for the purpose of this Act, and, secondly, 
to designate a minister as presiding over them. That is the reason for the 
definition in the way it is in that part (ii) of (f). 

Mr. HARKNESS: Does not part (iv) read “department”? means any corpora- 
tion named in Schedule B? Now, Schedule B does not contain any corporations. 
Corporations are all in Schedules C and D. : 

Mr. Bauus: Schedule B lists, as designated in the bill, departmental cor- 
porations, and you will note in section 76 of Part VIII that a “departmental 
corporation” means a crown corporation named in Schedule B, and, further- 
more, in section 78 (2), this Part does not apply to departmental Corporations, 
that is, those in Schedule B, except as provided in section 76, which is achieved 
to bring them under the operation of the Act. In other words, those corporations 
in Schedule B fall under the general provisions of sections 1, 2 and 3, and so on. 

Mr. HARKNESS: Those corporations named in Schedules C and D do not 
fall in there? 

Mr. BALLS: B and D fall under Part VIII. 

Mr. BENIDICKSON: Inasmuch as there is nothing to the contrary on the 
page of explanations, I take it that the staffs of the Senate and the House of 


Commons and the Library of Parliament have always been considered as a 
department in relation to these sections. 


x 
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a Mr. Batis: Yes. 
_ The CHAIRMAN: Shall we go on now to Part I, Organization, Treasury 
Board? 

3. (1) There shall be a board to be called the Treasury Board, 
consisting of the Minister of Finance, who is the Chairman, and any 
five members of the King’s Privy Council for Canada, who may be 
nominated from time to.time by the Governor in Council. 

(2) The Governor in Council may nominate such additional mem- 
bers of the King’s Privy Council for Canada as he sees fit to be alternates 
to serve in the place of members of the Board. 

(3) Subject to the terms of this Act and any directions of the 

Ys Governor in Council, the Treasury Board may determine its own rules 
and methods of procedure. 


4. The Minister may designate an officer of the Department of 
Finance to be Secretary of the Treasury Board, and shall from among 
the persons employed in the Department of Finance provide the Board 
with such other employees as are necessary for the proper conduct of 
the business of the Board. 


5. (1) The Treasury Board shall act as a committee of the King’s — 
Privy Council for Canada on all matters relating to finance, revenues, 
estimates, expenditures and financial commitments, accounts, establish- 
ments, the terms and conditions of employment of persons in the public 
service, and general administrative policy in the public service referred 
to the Board by the Governor in Council or on which the Board considers 
it desirable to report to the Governor in Council, or on which the Board 

~ considers it necessary to act under powers conferred by this or any 
other Act. 

(2) The Governor in Council may authorize the Treasury Board 
to exercise all or any of the powers, other than powers of appointment, 
of the Governor in Council under the Civil Service Act, the Civil Service 
Superannuation Act, The Defence Services Pension Act, and Parts II to 
VI of the Royal Canadian Mounted Police Act. 

(3) The Treasury Board may prescribe from time to time the manner 
and form in which the accounts of Canada: and the accounts of the 
several departments shall be kept, and may direct any person receiving, 
managing or disbursing public money to keep any books, records, or 
accounts that the Board considers necessary. 

(4) The Treasury Board in the exercise of its powers under this 
or any other statute is subject to any direction given to it by the 
Governor in Council, and the Governor in Council may by Order 
amend or revoke any action of the Board. 


6. The Treasury Board may require from any public officer or any 
agent of His Majesty any account, return, statement, document, report 
or information that the Board considers necessary for the due per- 
formance of its duties. 


7. The Treasury Board may make regulations 
-(a) respecting the collection, management and administration of, and 
the accounting for, public money; 

(b) respecting the keeping of records of property of His Majesty; 

(c) subject to any other Act, prescribing rates of compensation, hours 
of work and other conditions of employment of persns in the 
public service; 
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(d) notwithstanding the Civil Service Act, 

(i) authorizing the payment to persons in the publio service of 
compensation or other rewards for inventions or practical 
suggestions for improvements, 

(ii) governing payments to persons in the public service by way 
of re-imbursement for travelling or other expenses and allow- 
ances to meet special expenses arising out of their duties; and 

(e) subject to any other Act, for any other purpose necessary for the 
efficient administration of the public service. 


Mr. MAcDONNELL: I do not want to ask a lot of details, but might we have 
an idea as to who are the Treasury Board and its work. I notice it says in 
3(3) “Subject to the terms of this Act and any directions of the Governor 
in Council, the Treasury Board may determine its own rules and methods of 
procedure.” 

The CHAIRMAN: We will ask the secretary of the Treasury Board to answer 
that question. 

Mr. MACDONNELL: I notice someone spoke of the provision for the rotation 
of ministers. | 

The CHAIRMAN: Alternates. 

Mr. MACDONNELL: Yes, but I am anxious to know just how many alternates 
there are, because I thought, quite candidly, that unless a man was able to 
attend with some regularity, he might not be as useful as he would otherwise 
be, and I speak with deference on a subject of this kind. 

Mr. Bryce: I do not know what details you would like me to give you. 

Mr. MAcDONNELL: What is a quorum? How many ministers form a 
quorum? 

Mr. Bryce: Three members of the board constitute a quorum. This is 
provided in the latest order in council establishing the board. 

Mr. MAcDONNELL: Is that three out of the five? 

Mr. Bryce: No, three out of the six. The ministers who are regular 
members in addition to the Minister of Finance are the Minister of Agriculture, 
the Minister of Public Works, the Minister of National Revenue, the Minister 
of Labour, and the Minister of Justice. 

Mr. MACDONNELL: Does the Comptroller of the Treasury have to be there? 

Mr. Bryce: No, sir. 

Mr. MACDONNELL: Is he there? 

Mr. Bryce: No, not normally. These ministers are the formal members, 
and in addition there are five others named as alternate or substitute members. 
Normally, what happens is, each week when I call a meeting of the board I try 
and arrange with the Minister of Finance the time that will be suitable, and 
that is often quite a difficult thing to do—I have to reconcile it with the cabinet, 
with different cabinet committees and the business of the House, and I will 
then normally notify the regular members. If I do not find that the regular 
members will be able to attend, I then call on substitute members to notify 
them, and what happens is they will meet at the hour designated. There will 
normally be anywhere from 3 to 6 ministers present, depending on circum- 
stances, and myself as secretary, and probably Mr. Taylor, at least during the ° 
period when we are considering matters relating to salaries and related subjects. 
They meet with a very large agenda of items which have been prepared by our 
staff in advance so that they can consider the subjects as fully and yet as quickly 
as possible, and they go through the various matters and I record decisions 
notify the staff of the decisions and they prepare the various minutes. 
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- Mr. MACDONNELL: There must be a very good answer to this question I am 
going to ask: can someone tell me why the Comptroller of the Treasury is not 
at those meetings of the Treasury Board? It seems like having a meeting of the 
directors without the general manager, which would never be allowed in a 
private concern. 

Mr. Bryce: The comptroller is bound by the minutes of the board in regard ! 
to expenditures that are authorized, but he works entirely from the minutes of 
the decisions of the board. 

Mr. Magor: Mr. Bryce, you said in your report previously that the ministers 
do not have time to read your minutes right through. How do they get around 
that? 

Mr. Bryce: I was speaking of the minutes that were sent up to the Governor 


in Council for approval. 


Mr. BENIDICKSON: How many of that type were there in 1950? 
Mr. Bryce: Going up to the Governor in Council for approval? 
Mr. BENIDICKSON: Yes. 


Mr. Bryce: I would say normally there would be anywhere from 100 to 
250 a week, which would run a good many thousand a year. 


Mr. FuLFoRD: They would be more in the form of vouchers, would they not? 


Mr. Bryce: No, they would be anything from authorizing the Department 
of Agriculture to hire an additional 20 persons to staff a new laboratory at 
London, to an order authorizing the remission of customs duties on an article 
being brought into Canada for temporary use, to be sent back out of Canada 
again. There are a variety of routine transactions, some of which are quite large 
and important and some more or less trivial but which by statute must be 
authorized by the Governor in Council. f 


Mr. BENIDICKSON: Every month the Clerk of the Privy Council submits a 
list of orders in council to some official in the House of Commons and on those 
that I have looked up, I find that instead of having a P.C. number they have a 
T.B. number so-and-so. Now, if they are no longer things that go to the Privy 
Council and they are called orders in council, are they going to be items that 
will not be referred to in the monthly report to the House of Commons? 

Mr. Bryce: I am sorry, sir, I should be able to answer that, but I am afraid 
I cannot. I have understood that there was a convention now whereby they 
did not notify the House of Commons of all the Treasury Board minutes, because ! 
the House did not wish to be bothered with those thousands and thousands of / 
internal administrative items. The Regulations Act does not require their 


_ publication. 


Mr. ASHBOURNE: The Minister of Finance and the other five ministers are 
the members who make up the Treasury Board. Who are the alternates? Is 
there a panel? 

Mr. Bryce: There is a panel, sir: the Minister of National Defence, Minister 
of Transport, Minister of Fisheries, Minister of Veterans Affairs, and Minister 
of Citizenship and Immigration. 

Mr. ASHBOURNE: When one of the regular ministers is away, does another 
take his place? 

Mr. Bryce: No, the system is simple. 

Mr. ASHBOURNE: By rotation? 

Mr. Bryce: No, our office calls them, normally, in a certain order till we 
get enough acceptances. 

Mr. ASHBOURNE: Who acts as chairman if the Minister of Finance is not 
present? 


——— 
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Mr. Bryce: Normally the Minister of National Revenue, but there is no 
legal requirement that that be so, it is only a matter of custom. 

Mr. BENIDICKSON: We can appreciate that cabinet council is not likely to 
have time to look at 10,000 of these documents at their sittings. Is there much 
more likelihood that a group of five cabinet ministers is going to scrutinize 
these Treasury Board minutes? Are they read to them? 

Mr. Bryce: They are all put before them. They are summarized in large 
loose leaf notebooks. Now, what happens is that they will go there and ask me 
whether this one is purely routine, conforming to their previous decisions, 
policies, and such, and I will inform them whether or not that is the case, and 
they will decide what ones are worthy of their attention. This is the only 
practical way. 

Mr. HARKNESS: In other words, you do most of the work of the Treasury 
Board. 

Mr. Bryce: By no means, sir. The job of the secretary, I think it is only 
fair to say, is essentially one of scanning to see what things do conform with 
the policies and directives of the Board, and what things do not, and those 
which do not are then drawn to the attention of the board. 

Mr. WricHT: Is there any written regulation which governs you in your 
screening? ) 

Mr. Bryce: There may be hosts of regulations and practices. The things ~ 
that fall easily within the regulations normally do not come to the board, but 
there will be statements of policy that we have informed the departments of 
from time to time by letter, and of course in screening other items to see what 
needs attention of the board. we have regard to those. This screening work 
requires a staff of twenty officers. I would not pretend that I do it all myself. 
I cannot read those thousands of documents. 


Mr. WricuT: I realize the complexity of the thing but it is not only 


7 yourself; it is twenty other officials, and you must have some regulations in 


governing them when making their decisions on recommendations to you and 
from you to the Treasury Board? 


Mr. Bryce: Unfortunately things that come to the board are usually things 
that do not fit the ordinary regulations. So often it is not a thing you can lay 
down in regulations. 8 

For example, the law requires that every retirement on pension has to be 
approved by the Treasury Board and then the Governor in Council. Now, 
obviously, 98 per cent or 99 per cent of those are completely routine. The 
circumstances fit exactly within the intention of the Act and all that is necessary 
is that some officer on our staff ensures that in fact everything is in order, 
that there is no question that should be raised regarding this case. Conse- 
sequently, such cases are put through as routine, and in practice it is necessary 
that I accept the assurance of the officers working for me that in fact itis a 
routine case. 

Now what happens is, of course, that most of these cases have already 
been worked over by the department concerned and by our superannuation 
branch. So, we:get some of the screening process through seeing whether the 
Department of Finance agrees with the department concerned. The ones which 
engage my attention are nearly always those where the Department of Finance 
and the department concerned did not agree. 

Mr. FuLForD: There is quite a large backlog in: those cases, a backlog on 
pension cheques and cheques for amounts paid into the pension fund where 
a man is retired from service? 


Mr. Bryce: We try very hard not to create the backlog at the Treasury 
Board end. 
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Mr. Futrorp: I think it is remarkable that you get through them as quickly 
as you do. - 
; Mr. ASHBOURNE: I presume that Mr. Bryce is the full time secretary of the 
Treasury Board? And also assistant deputy minister of Finance? 


The CHAIRMAN: That is right. 
Are there any other questions on paragraphs 3 to 7? Then, we will go on 
to the Department of Finance. 


Mr. MACDONNELL: We are not up to that yet. 


The CHAIRMAN: I said that we would go over them all together—from 
3 to 7—so you are entitled to ask any questions you wish to ask. 


Mr. MACDONNELL: I noticed when the deputy minister of Finance was going 
over number. 5 he pointed out that there were some new phrases there. He 
mentioned particularly estimates and financial commitments, and I was not sure 
that I fully understood the significance of what he had in mind. I would like 
to hear just a little further about how exactly the Treasury Board does deal 
with estimates and financial commitments of the various departments when 
they come before them. 

This, I take it, is a general reference to the preparation of the budget? 


_ Mr. Bryce: First, may I make it clear that this subsection is giving general 
terms of reference to the board. This particular section does not give any 
executive authority to the board and what we have tried to do is to extend 
the words that were in the old Act to bring in these terms, “estimates and 
financial commitments, establishments, the terms and conditions of employment, 
and general administrative policy...’ to make clearer that it is that sort 
of field with which it is concerned. 

In regard to the way in which the board deals with estimates, I think the 


Minister of Finance has mentioned from time to time in the House that it is 


relatively straightforward. The Minister of Finance writes to each of the 
other ministers, normally in -November of each year, and asks them to submit 
their estimates to the Treasury Board for consideration—estimates for the 
following year. Those come in. They are then examined by our staff at some . 
length. They are put together in a comparable, similar form, so that they can 
be gone over relatively quickly by the board with here and there an occasional , 
comment from the Department of Finance’s point.of view. 

In some cases the minister concerned will ask that the Department of 
Finance discuss the estimates for a particular department or a particular item 
before he submits them, and we will do that on occasion—so they will know 
the views of the Department of Finance or the Minister of Finance before 
they recommend them. 

In the normal, routine cases, they simply come in and we go over them 
and we are in a position then to draw any particular notable point to the 
attention of the board. Then the board will have perhaps a dozen or two 
dozen meetings in which they will go through the estimates in quite consider- 
able detail. They are then sent on to cabinet for final approval. 


Mr. Sincuarr: The minister of each department, his deputy, and his top 
people are brought in at the final meeting. 


Mr. Bryce: I should say when the Board goes over the estimates, the 
minister of the department concerned will confer with his deputy minister and 
senior officials—to answer questions and justify the estimates that he has 
submitted. 


Mr. MAcDONNELL: In what I am going to say I am not emphasizing any 
disrespect to yourself or to any minister but is it not a fact that, inevitable, 
with these busy men, and when we are talking about “the Treasury Board 
doing this’, you and whatever staff you have pass these things up to the 
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Minister of Finance or other ministers from time to time. However, if I know 
anything about the way people work this surely comes back to the Finance 
Department and it raises a question in my mind, if that is so, and if that is a 
fair statement, then just what staff in the Department of Finance is taking 
the responsibility for this? When we talk about the Treasury Board, we 
are now going to allow the Treasury Board to take over an enormous number 
of things done by the cabinet. That seems to me to be quite good sense, but 
when we talk about the Treasury Board examining estimates and financial 
commitments, again, how real is that? 

Mr. Bryce: Well, from my experience I can say that on questions of real 
importance and substance there will be very thorough consideration by the 
minister. For example, when a new service is being introduced, and, just 
to go back to a recent example—we entered into forestry agreements with 
the provinces during the past year; and there were supplementary estimates 
introduced into parliament last June to provide for them. Those are the 
kind of things that would be discussed at some length between the ministers — 
beforehand. Matters of real importance are by no means settled between 
officials. 

Mr. MAcDONNELL: What people, experts, and officials who have special 
knowledge of these things under discussion, would be present? 

Mr. Bryce: On the main estimates the important officials will be present 
with the minister. However, it depends on the minister. Some ministers prefer 
handling it themselves; others prefer to have one or two officials; and others 
prefer to have a good number of specialized officials. It is a matter for the 
minister concerned to decide what sort of support he should have. 

Mr. MAcDONNELL: Would you not agree that a clause should be put in 
here that departmental officials should be authorized to say what they can 
have and let them worry about what they are going to do with it. That 
is about the only way you will get economy. 

Mr. SINCLAIR: That is about the way they do it. These are not pro- 
fessional witnesses, they are hard working officers of the finance department. 

Mr. ASHBOURNE: Is it the general practice that the cabinet set a ceiling 
on certain amounts? 

Mr. Bryce: When the estimates are being considered—and I cannot speak 
with more than five or six years experience in this matter—but my general 
experience has been that the board has to work within a general policy that 
the cabinet has decided upon. Whether the particular figures are decided 
upon and then you fit into that is a matter that I am not certain I should 
speak on. I think it would probably be more appropriate for the minister 
to speak, but certainly the board is normally working within the pattern 
of policy laid down by cabinet. 

Mr. ASHBOURNE: Then afterwards they all go back before cabinet again? 

Mr. Bryce: Normally, the board requests that any expenditures involving 
changes in policy or new policies should first be considered as policy questions 
by the cabinet before the board considers approval for them. 

One has got to preserve a sense of proportion on that because, if you are 
making some small change in the nature of a service to be carried on by the 


_ wild life division of the Department of Resources and Development, it may 


not merit the attention of the whole cabinet—and the board will deal with 
the minor item in the estimates of $5,000 or $10,000 to provide for that; but 
on anything of real substance they will request that the cabinet clear the 
policy before going into it. 
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Mr. MacpoNNELL: Then there is one other phrase here: ; 
“The Treasury Board shall act as a committee . . .on all matters 
relating to... ‘the terms and conditions of employment of persons 


999 


in the public service’. 

How far-reaching are those words? 

Mr. Bryce: ‘Terms and conditions of employment’? 

Mr. MACDONNELL: Yes. 

Mr. HARKNESS: What section is that? 

The CHAIRMAN: Section 5, page 3. 

Mr. Bryce: Yes, line 27 or 28. Well, sir, they will cover such things as 
leave—the amount and nature of leave to be provided; holidays; allowances 
that may be paid under various circumstances to persons in the public 
service— 

Mr. SINCLAIR: Hours of work. 

Mr. Bryce: All those things with which the government is concerned as 
an employer. 

Mr. MAcCDONNELL: Why does the Treasury Board concern itself with such 
a broad feature as “general administrative policy in the public service.” 

Mr. Bryce: Well I agree that sounds very broad but it refers to, really, 
where perhaps we might wish to tell a department that by and large they 
should avoid the use of long distance telephone and instead use air mail or 
telegrams—or something of that sort: This may seem like a trifling example 
but it is that sort of thing. It might relate to the way in which they will 
handle publications and things of that sort which do not quite fit into the 
categories above; but they are administrative rather than regulatory func- 
tions. 


Mr. HARKNESS: In this section, the last three or four lines include really 


three ways in which you can work. 


First, some matter may be referred to the board by the:Governor in 


Council presumably for settlement by the board; secondly, the board may 
_report to the Governor in Council on some matter if they want direction and 


which they think the Governor in Council should settle; and thirdly, you might 
just decide on other matters, settle them yourself—in regard to any of the 
things listed above? 


Mr. Bryce: If the board has authority. 
Mr. HARKNESS: You have got the three procedures, you might say. 
Mr. Bryce: Yes, but that paragraph does not confer powers for the board 


to act itself. The powers for the board to act on things are conferred in other 
statutes or other sections of this Act. 

Mr. HARKNESS: It says “‘. . .on which the board considers it necessary 
to act. . .”. In other words, you make up your own mind as to whether it is 
a matter you are empowered to act on? 


Mr. BrRYcE: Yes. 
Mr. HARKNESS: There is no check on you from that point of view? 
Mr. Bryce: No. 


Mr. HARKNESS: Would it be correct, as a general statement having regard 
to paragraph 5 and also to a number of paragraphs that Dr. Clark commented 
on when he was going over the thing before, to say that in so far as the 
Treasury Board is concerned this Act is designed to considerably increase its 
powers? 
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Mr. Bryce:* I would hesitate a little at your word Conse AO aaa 
the board already deals with a good many of these items. 


Mr. HARKNESS: If:we leave out the word “considerable” and say that the 
general purpose of the Act as far as the Treasury Board is concerned 1S 80%: 
increase its powers, would that be right? 


Mr. BrycE: Yes, it will increase its powers, or clarify its powers. 

Mr. Stncuarrk: And transfer certain things now done by the Governor in 
Council to the Treasury Board—end them there. That is one of the main 
purposes? 

Mr. Bryce: Yes, sir. 

Mr. WRIGHT: Does the Treasury Board in the ordinary run of its duty 
consider the annual statements of the corporations listed in Schedules C and D? 

Mr. Bryce: I would say, sir, that the board has not normally considered 
those unless there was some question arising out of them that required its 
action or attention. It has not been one of the normal routine duties, so to 
speak. 

Mr. WricHT: What department of government normally checks on those 
annual statements? Do they go before cabinet? 


Mr. Bryce: It will be the appropriate minister in each case who will 
normally have the primary responsibility. I think I may say that the deputy 
minister of Finance normally looks at the reports. He can speak for himself 
on that, and the Department of Finance generally endeavours to keep itself 
informed on matters relating to Crown companies, as well as departments, 
so they can draw attention of the minister to any point. 


Mr. WricHT: And it is the Department of Finance who are primarily 
responsible for checking? 


Mr. Bryce: I would not say that, sir. Each corporation is responsible to a 
minister and we would, I think, normally regard it primarily as the responsi- 
bility of that minister to consider any matters in the report of that corporation. 


Mr. SINCLAIR: Of course, if the corporation should have a deficit then 
parliament—as in the case of the C.N.R., the C.B.C., the T.C.A.,—has an 
opportunity to move in? 


Mr. Bryce: Even in cases where it may not have a deficit, that is so if it 
requires a vote for capital expenditure. 


Mr. SINCLAIR: Is it not true also that in the case of toon corporations 
we now have a section requiring presentation by the appropriate minister to 
parliament of the annual reports of all corporations, henceforth? 


Mr. WRIGHT: Will that mean that the annual reports of these corporations 
will necessarily come before a committee of the House? 


Mr. SINCLAIR: I think Mr. Bryce better answer that because that is one 
I asked before. 


Mr. WRIGHT: That is the point I wanted to find out. I am concerned with 
whether it is covered in Section 8 or not. It seems to me that every Crown’ 
corporation’s annual report should come before some special committee of the 
House for consideration. They come in a general statement and we can ques- 
tion the minister on his estimates with regard to it, but we have not got the 
officials of the company there only indirectly and it is not very satisfactory 
to us to question: through a second person, through the minister. It seems to 
me that Crown corporations’ annual statements should come before some 
special committee of the House or some regular committee of the House, the 
same as C.N.R., the T.C.A., and the C.B.C. do at present. For instance, we 


never had the Polvme: Gorporatian before a regular committee of the House. 
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‘We had it before this Public Accounts Committee a year ago and we had 
‘several of them before the War Expenditures Committee. I am sure that every 


- member of that committee got a lot of information through having them here 


a 


‘and it seems to me they should come normally before some committee of the 
House each year. 


The CHAIRMAN: That was the subject of a recommendation from this 
committee, based on your suggestion. 


Mr. WricHT: Is that provided for in the Act? 


_ Mr. Bryce: The Act provides that the report must be laid before par- 
liament. As I understand the views of the minister, he has felt that it is up to 
parliament itself to decide the procedure it wants to adopt in handling the 
report, that it is a matter for the House rather than for the statute, that is, 
whether the House itself will refer the report to the committee or not is a matter 
for the House at the time to decide. Perhaps Mr. Sinclair could speak on that. 


Mr. WRIGHT: I still am of the same opinion, and I have no opinion to the 
contrary, that these annual statements should céme before some committee 
of the House each year where the officers in charge of the corporation can be 


- questioned directly by the members and thereby get a lot of information which 


it is very difficult to get by indirect questioning. 


The CHAIRMAN: We will later on deal with that part under Part VII, 
which more directly affects these corporations, and we might go at greater 
length into it at that part. I suggest you leave that till we get to that part. 
Are there any further questions on this part? 


Mr. MAcDONNELL: This may be academic, and I am referring to subsection 
4 of section 5. In subsections 3, 4 and 5 the Treasury Board is put before 
us aS a very important body. Now, under subsection 4, of course, we realize 
that the board is entirely the creature of the cabinet, and without it it has no 


Substance of its own. Perhaps the fact that members of the cabinet are 


members of it makes it academic. I will read subsection 4: 


“The Treasury Board in the exercise of its powers under this or 
any other statute is subject to any direction given to it by the Governor 
in Council, and the Governor in Council may by order amend or revoke 
any action of the Board.” 


Now, that may be inevitable and necessary and maybe there is no substance 
in it but it does seem to me in one way that is giving the cabinet almost an 
overriding power of the substantive powers given to the Treasury Board. 


The CHAIRMAN: The Treasury Board is a committee of the cabinet. 

Mr. MAcDONNELL: If I cannot get anyone excited about it I will forget it. 

Mr. NOWLAN: It is a new section. 

Mr. BrYce: Yes, it is a new section, but while this was put in in statute 
form I think it has been part of the general cabinet doctrine. 

Mr. NOWLAN: A codification of the practice. 


The CHAIRMAN: Shall we say that sections 3 to 7, the Treasury Board, 
are carried and then we will go on the Department of Finance, covered by 
sections 8 to 15, inclusive? 


Carried. 


Are there any questions on items 8 to 15? 


8. There shall be a department of the Government of Canada which 
shall be called the Department of Finance over which the Minister of 
Finance and Receiver General for the time being appointed by com- 
mission under the Great Seal of Canada shall preside. 
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9. The Minister shall have the management and direction of the 
Department of Finance, the management of the Consolidated Revenue 
Fund and the supervision, control and direction of all matters relating 
to the financial affairs of Canada not by law assigned to any other 
Minister. 


10. (1) The Governor in Council may appoint an officer, who shall 
be called the Deputy Minister of Finance and Receiver General, to be 
the deputy head of the Department of Finance and to hold office during: 
pleasure. 

(2) Subject to section eleven, such other officers and employees 
as are necessary for the proper conduct of the business of the Depart- 
ment shall be appointed in accordance with the provisions of the Civil 
Service Act. 


11. (1) The Governor in Council shall appoint as an officer of the 
Department of Finance an officer to be called the Comptroller of the 
Treasury. * 

(2) The salary of the Comptroller phat be fixed by the Governor 
in Council. 

(3) The Comptroller shall be appointed to hold office during good 
behaviour, but he is removable by the Governor in Council for mis- 
behaviour or for incapacity, inability or failure to perform his duties 
properly, or for other cause. 

(4) Where the Comptroller is removed from office, the Order in 
Council providing for his removal and the documents relating thereto 
shall be laid before Parliament within fifteen days after it is made, or 
if Parliament is not then in session, within fifteen days after the 
commencement of the next ensuing session thereof. — 

(5) The Governor in Council may appoint a person to act as 
Comptroller during the illness, incapacity or other absence of the 
Comptroller, or during a vacancy in the office of Comptroller. 


12. Notwithstanding any Act, the Comptroller is entitled to free 
access at all convenient times to all files, documents and other records 
relating to the accounts of every department, and ‘he is also entitled to 
require and receive from members of the public service such informa- 
tion, reports and explanations as he may deem necessary for the 
proper performance of his duties. 


13. The Comptroller may station in any department any person 
employed in his office to enable him-more effectively to carry out his 
duties, and the department shall provide the necessary office accom- 
modation for any person so stationed. 


14. (1) The Comptroller shall require every person employed in 
his office who is to examine the accounts of a department pursuant to 
this Act to comply with any security requirements applicable to, and 
to take any oath of secrecy required to be taken by persons employed 
in that department. 

(2) The Comptroller may suspend from the performance of his 
duties any person. employed in his office. 


15. On the request of the appropriate Minister and with the approval 
of the Minister of Finance, the Comptroller may 
(a) provide accounting and other services in connection with the 
_ collection and accounting of public money for a department, and 
(by) examine the collecting and accounting practices applied in a 
department, and report thereon to the appropriate Minister. 
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Rs, Mr. MACDONNELL: I was hoping to get some support for the idea that the 
salary of the comptroller should be fixed by parliament, but I find the salaries 
_ of the deputy ministers are fixed by cabinet, so I am not able to get any further 
on that. “ 
Mr. FRASER: May I ask a question on 15 (b): 
On the request of the appropriate minister and with the approval of 
the Minister of Finance, the comptroller may 

Soa (b) examine the collecting and accounting practices applied in a depart- 
of ment, and report thereon to the appropriate minister. : 


Did the business efficiency firm that looked after the National Film Board 
bring in any recommendations that your office carried out, or did it make any 
- e difference? 

The CHAIRMAN: What is the question again? 


Mr. FRASER: Did Woods and Gordon, who were the official advisers for the 
National Film Board, bring in any recommendations that were carried out by 
the accounting department? 


Mr. McIntyre: The firm of Woods and Gordon recommended in their 
report that certain of the accounting services that were carried on by us be 
transferred to the board. The chief part of the operation was the production 
accounting. By transferring it back to the Film Board it was possible to 
decentralize a certain amount of this work due to the production unit, and that 
was done a year ago last April. As a result of that we reduced our treasury 
office staff by ten people. ‘ 

Mr. FRASER: In the treasury office? 

Mr. McINtTyrRE: Treasury officers’ services in the National Film Board—we 
reduced that by ten persons, but I cannot tell what staff the Film Board was 
required to take on to do that work. 


Mr. FRASER: But they would not have to take on ten? a 
Mr. McINTYRE: I do not know. I cannot answer that. 


The CHAIRMAN: Are there any further questions on Part I, which concludes 
with item 15? 


Carried. 


If not we might say that we can adjourn now, but I think it had been agreed 
last week when we postponed our first meeting to Friday and then to this after- 
noon that we would in the first days of this week sit three times a day. That 
was Mr. Fleming’s suggestion in order to make up the delay up to Friday or 
today. Since the session is not to extend very, very long from now, by all 
appearances, and we have reached only item 16, may I ask if it will be agreeable 
to the members if we sit tonight at 8.30? Furthermore, I have in hand a docu- 
ment that appears to be the maximum of optimism: “The House of Commons 
has referred to this committee the public accounts and the report of the Auditor 
General for study at this session.’”’ I would call that the maximum of optimism. 
But even if we just take this as a notice for the next session we still are left 
with this bill 25, and there are 86 more sections of this bill to be dealt with. 
Under the circumstances would it be in order to accept what was proposed by 
Mr. Fleming? 

Mr. MAcDONNELL: Let me say a word on that before you condemn us to 
this galley slave existence. Mr. Fleming was under the impression when he, 
made that suggestion that it was considered essential that we finish this business 
and report this bill back to the House. When I spoke on this in the House my 
understanding was that there’ is no great pressure on us to do this, and person- 
ally I find that there are so many other things to do I hope we won’t have to 
meet tonight. 
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The CHAIRMAN: It was Mr. Fleming who suggested we could get. through 


the. whole bill by sitting for three times a geys but I think the eed ost eer 
assistant might have a word on this. 

Mr. Stnciair: The minister’s instructions to me, as far as the Department 
of Finance is concerned, are that he would certainly like to have this in effect 
as soon as possible. Also, the Minister of Public Works is extremely anxious to 
get it into effect because he has a Public Works bill which revolves around 
-Section 37. More than that, it has been drawn to my attention by the Minister 
of Justice, with the consolidation of the revised statutes under way, by agree- 
ment of the House the other day it will include bills passed this year. If this is 
not passed then we will have the unique situation of having the revised statutes 
without a key act of government in it. That is the place where there is the 
greatest urgency. 

I am only following out the thought which was expressed here by Mr. 
Fleming that, having had talks from Dr. Clark, Mr. Bryce, Mr. Sellar and Mrs. 


McIntyre, we would actually find the bill is not a contentious one and that it 


carries out for the most part the recommendations of our own Public Accounts 


Committee. I think myself that in another couple of sessions we will ecu 


through this bill. 
' Mr. MAcCDONNELL: That is another reason for not holding a meeting tonight. 


The CHAIRMAN: To say that we can conclude in two sessions me be a 


little optimistic. 


Mr. SINCLAIR: We have eoncidered 15 sections now, after having had a fair 
amount of discussion, and I am inclined to think that two sessions tomorrow will 
probably see the thing through. 


The CHAIRMAN: It is in the hands of the committee. I have no personal axe 
to grind and if the committee is willing to sit tomorrow what time shall we 
meet? 


Mr. SINCLAIR: We can have an evening sitting but the question is whether 
we will start in the morning or the afternoon. 


The CHAIRMAN: I think it would be better to agree that we meet tomorrow 
morning? 

Mr. MACDONNELL: What about 11 o’clock tomorrow morning? 

Mr. FRASER: We sit tomorrow morning at 11 in the House. 

Mr. SINCLAIR: Not until Wednesday. 

Mr. MAcCDONNELL: My suggestion would be 11.30. 


Mr. SINCLAIR: That does not give us very much time. If we start at 11 it 
would give us two hours. 


The CHAIRMAN: Is it agreed that we shall sit tomorrow morning at 11 


o’cleok. 
Agreed. 7 
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MINUTES OF PROCEEDINGS 


TUESDAY, December 11, 1951. 


The Standing Committee on Public Accounts met at 11 o’clock a.m. this day. 
Mr. Picard, Chairman, presided. 


Members present: Messrs. Anderson, Argue, Ashbourne, Blue, Boisvert, 
Browne (St. John’s West), Cavers, Croll, Fleming, Fraser, Fulford, Fulton, 
Gauthier (Portneuf), Gibson, Helme, Jutras, Kirk (Digby-Yarmouth), Mac- 
donnell (Greenwood), Major, Noseworthy, Riley, Robinson, Sinclair, Wright. 


In attendance: Mr. Watson Sellar, Auditor General; Dr. W. C. Clark, 
Deputy Minister of Finance; Mr. R. B. Bryce, Assistant Deputy Minister of 
Finance; Mr. B. G. McIntyre, Comptroller of the Treasury; Mr. H. R. Balls, 
Special Assistant (Accounting), Department of Finance; Mr. D. H. W. Henry, 
Solicitor to the Treasury. 


On motion of Mr. Boisvert. 


Resolved: That the Committee recommend to the House that its quorum be 
reduced from 15 to 10 members. 


The Committee resumed the clause by clause consideration of Bill 25, an 
Act to provide for the Financial Administration of the Government of Canada, 
the audit of the Public. Accounts and the Financial Control of Crown 


‘Corporations. 


Part II of the bill relating to Public Money, being clauses 16 to 23 inclusive, 


_ was called. 


Clauses 16 and 17 were considered and adopted. 
Clause 18, stand. 


Clauses 19 to 22 inclusive were considered and adopted. 


~ On Glause 23: 


~ After discussion it was agreed that the said clause be amended as follows: 
in the third line of subclause (1) the words “extinguish” and “or’’ 
to be deleted; 

In the fourth line of subclause (1) the words ‘‘without extinguishing” 
to be deleted; 

In the first line of paragraph (a) of subclause (1) the word “one” 
to be deleted and the word five inserted therefor; 

In the second line of subclause (2) the words ‘or extinguished” to 
be deleted; the word Public to be inserted before the word ‘accounts’ 
and the words during any year to be inserted after the word “‘section’’. 

In the third line of subclause (2) the words for that year to be 
inserted after the word ‘“‘Accounts.”’ The Clause now to read: 


23 (1) The Governor in Council, on the recommendation of the 
Treasury Board, may, if he considers it in the public interest, delete from 
the accounts, in whole or in part, any obligation or debt due to His 
Majesty or any claim by His Majesty, 
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(a) that does not exceed five hundred dollars and has béen outstanding | 
for ten years or more, or 

(b) that does not exceed one thousand dollars and has been Sutstandine 
for ten years or more. 


(2) The obligations, debts and claims deleted from the Public 
Accounts under this section during any year shall be reported in the 
Public Accounts for that year. 


Clause 23, as amended, was adopted. 

Part III of the bill relating to Public Disbursements, being clauses 24 to 40 
inclusive, was called. 

Clauses 24 to 28 were considered and adopted. 

During the proceedings the witnesses answered questions specifically 
referred to them. 


At 1.05 o’clock p.m. the Committee adjourned to meet again at 3.30 
o’clock p.m. this day. 


AFTERNOON SITTING 


The Committee resumed at 3.30 o’clock p.m. Mr. Picard, Chairman, 
presided. 

Members present: Messrs. Anderson, Ashbourne, Blue, Boisvert, Campney, 
Cavers, Cloutier, Fleming, Fraser, Fulford, Fulton, Gauthier (Portneuf), 
Gibson, Harkness, Helme, Jutras, Major, Maltais, Noseworthy, Nowlan, 
Richard (Ottawa East), Robinson, Sinclair, Wright. 


In attendance: As indicated for the morning session. 


Clause 18 of Part II of the bill was called and after discussion it was 
agreed to amend the said clause by inserting after the word ‘service’ in the 
sixth line thereof the words by regulation. 


Clause 18, as amended, was adopted. 

Clauses 29 to 40 of Part III relating to Public Disbursements were called. 
Clauses 29 to 37 inclusive were considered and adopted. 

Clauses 38 and 39, stand. 

Clause 40 was considered and adopted. 

Part IV of the bill relating to Public Debt, being clauses 41 to 56 inclusive, 


was called, considered and adopted. 


Part V of the bill relating to Public Stores, being clauses 57 to 62 inclusive, 
was called. 


Clauses 57, 58 and 59 were considered and adopted. 


On Clause 60: 


After discussion it was agreed that the clause be amended by inserting 
after the word “time” in the second line of subclause (1) the words but not 
less frequently than once in every five years. 


Subclause (1) of Clause 60 now to read: 
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60 (1) The appropriate Minister may from time to time but not less 
frequently than once in every five years constitute a board of survey to 
enquire into the state of the stores under the management of a depart- 
ment. 


Clause 60, as amended, was adopted. 
Clauses 61 and 62 were considered and adopted. 


_ It was agreed to allow Part VI in relation to Public Accounts to stand 
- until the next meeting of the Committee. 

3 Part VII of the bill relating to The Auditor General, being clauses 65 to 75 
- inclusive, was called. 

Clauses 65 to 69 inclusive were considered and adopted. 


% On Clause 70: 
q Mr. Fleming moved that subclause (2) of clause 70 be amended by 
5 deleting the words “thirty-first day of December” in line 22 thereof, 


: and inserting therefor the words ‘“‘fifteenth day of October’”’. 


After discussion, and the question having been put, the said motion was 
; resolved in the negative. 


f’ Clause 70 was adopted. 
Clause 71, stand. 
Clause 72 was considered and adopted. 


On Clause 73: 


After discussion it was agreed that the clause be amended by insert- 
ing the word “forthwith” after the word “shall” in the third line thereof. 


Clause 73, as amended, was adopted. 
Clauses 74 and 75 were considered and adopted. 


Part VIII of the bill relating to Crown Corporations, being clauses 76 to 88, 
~ was called. , 


Mr. Balls made an explanatory statement on the clauses comprising this 
Part of the bill and was questioned thereon. 


Clause 76, stand. 
Clauses 77, 78 and 79 were considered and adopted. 


During the afternoon proceedings the witnesses answered questions 
specifically referred to them. 


At 6.00 o’clock p.m. the Committee adjourned to meet again at 11.30 
oclock a.m., Wednesday, December 12, 1951. 


Ra Ja GRATREX, 
Clerk of the Committee. 
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EVIDENCE 


DECEMBER 11, 1951. 
11:00 a.m. 


The CHAIRMAN: Gentlemen, before we start with the witnesses this morning 
I wonder if it would not be in order, in view of the urgency of this measure, to 
make a motion that is regular in other committees. We have a practice of not 
making it in this committee, and I speak of reducing the quorum. In Public 
Accounts, usually, we have made it a rule not to reduce the quorum in view 
of the importance of the matters that come before our committee; when dealing 
with the accounts we should have as large a number of members as possible. 

However, in view of the urgency of the present measure and for this special 
session, I wonder if we could follow the procedure of other committees and 
move a reduction of the quorum from 15 to 10. That leaves a good number of 
members and as many as are on other committees. 


Mr. BoIsvERT: Is there to be another meeting today? 


The CHAIRMAN: There is, and as I said at the end of the meeting yesterday 
it is the maximum of optimism to think we will finish in two meetings. We also 
have the Public Accounts and the Auditor General’s report but I do not think 
we will get into them in this session. 


Mr. BOISVERT: I would move that we reduce the quorum. 
Mr. MAcCDONNELL: I do not object to it. 


The CHAIRMAN: It is due to the fact that many members. are kept at 
meetings of other committees. I have been one who opposed this and I thought 
it not advisable in years when we were on the details of expenditures; I wanted 
as large a number of people as possible to be here. In view of the present 
short session and the urgency of getting this measure through I wonder if it 
might not be done? 


Mr. BoIsverT: I think it is a good move. 
Mr. FULFoRD: I would second the motion. 
Agreed. 


The CHAIRMAN: We have with us the same witnesses that were here yester- 
day and we resume consideration of Bill 25, Part II, page 6, Section 16. This 
part goes from item 16 to item 23, inclusive. 


16. (1) Subject to this Part, all public money shall be deposited to 
the credit of the Receiver General. 


(2) The Minister shall establish, in the name of the Receiver 
General, accounts with such banks and fiscal agents as he designates 
for the deposit of public money. 


(3) Every person who collects or receives public money shall keep 
a record of receipts and deposits thereof in such form and manner as the 
Treasury Board may prescribe by regulation. 


(4) Every person employed in the collection or management or 
charged with the receipt of public money and every other person who 
collects or receives public money shall pay all public money coming into 
his hands to the credit of the Receiver General through such officers, 
banks or persons and in such manner as the Minister directs. 

Are there any questions on the different items? We will take them 
together. 


Mr. MACDONNELL: “Subject to this part”, the very first phrase? What are 
the qualifications? 
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Mr. CLARK: That really refers, Mr. Macdonnell, to Section 19 (1) where _ 
money is deposited with a public officer by any person as a deposit to ensure | 
the doing of any act, or thing. In such case the public officer shall hold or 
dispose the money in accordance with regulations of the Treasury Board. Con- 
tractors’ deposits would be a case in point. 

Mr. MACDONNELL: enn to Part 4 of Section 16, are government officials © 
ever bonded? 

Mr. CLARK: There is a bonding arrangement within the civil service itself. 
If you turn to Section 98 you will see provision for the setting up of a public 
officer’s guarantee account to which will be transferred the balance of the 
present fund and amounts paid by departments by way of premiums each year, 
and amounts recovered out of claims. This is a scheme which has been in effect 
since back in the middle ’30’s but we are now setting it out into legislation for 
the first time. Actually I can give you figures on the fund. The fund has 
operated quite successfully and there is quite a balance in the fund now, I 
think something like $600,000. It is $637,000 to be exact. 

Mr. BALLS: The premiums that have been deposited to the credit of this 
account since the inception of it amount to $587,938; interest has been added 
amounting to $100,473; and net payments out of the fund on defalcations have 
been $50,613. 

Mr. MAcDONNELL: In how long? 

Mr. BAuus: Since 1936. 

Mr. FRASER: How does the department pay that? Does each department 
chip in? 

Mr. CiarK: Each department ,pays a certain amount each year. The 
deputy minister of the department gives us a list of the particular officers he 
thinks should be bonded and the amounts for which they should be bonded. 
There is a premium rate that is charged on those amounts. The actual payments 
come out of the department’s estimates for each year. 

Mr. FRASER: From each department—and your treasury officers in that 
department would also be bonded? 

Mr. CLARK: Oh, yes. 

Mr. MAcDONNELL: Does that mean that each department could in effect fix 
the amount of its own premium? 

Mr. CuarK: No, it is a premium established by regulation. 

Mr. MAcDONNELL: They could state which officers they want to have bonded? 

Mr. CLARK: Yes. 

Mr. MACDONNELL: Supposing the man that they have not included is a man 
who should have been bonded, what happens then? 

Mr. CuaArK: I think the practice is to cover everybody who has custody of 
funds or who is in‘a position to cause a defalcation. 

Mr. MAcDONNELL: When you say the department picks out the men you 
mean that certain categories are included? 

Mr. CLARK: That is right. 

Mr. FRASER: A blanket policy? 

Mr. Ciark: Not blanket in the sense of covering every person, but it covers 
every person who is in a position of custody over public funds. 

Mr. Balls reminds me that more recently we have changed and given blanket 
coverage in certain cases. 

Mr. FRASER: That would be the only fair way I think you could cover er 

Mr. CLARK: In certain departments. 
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a Mr. MACDONNELL: Your record is certainly enviable. Are there any slips 
of any kind, or are these things dealt with without publicity? You have not had 
- many experiences, I realize, but I just wonder if there was a practice— 
Bp Mr. CLARK: I do not think there is any oe publicity given to the defal- 
_ cations. | 
: Mr. MAcDONNELL: But the other way around, are there any steps taken to 
_ avoid publicity? 
a Mr. CLARK: I would not say that. I do not think particular pains are taken 
to avoid publicity. Under the bill as it now stands, in subsection 3 of section 98: 
. Every payment out of the public officers guarantee account and 
the amount of every loss suffered by His Majesty by reason of defal- 
cations or other fraudulent acts or omissions of a public officer, together 
with a statement of the circumstances, shall be reported annually in 
| the public accounts. 
' That much will be given in the future. 
| Mr. Croutu: As a matter of fact, that has been given in the past, in the 
public accounts? 

Mr. CuARK: That is right. 

The CHAIRMAN: The Auditor General being here, might have something 
to say on this matter. 

Mr. Se~Lar: Mr. Chairman, ordinarily defalcations happen either in 
connection with the treasury or the revenue collection departments, that is 
where they are, and this fund is essentially to keep the account in balance, 
but the departments almost invariably prosecute. We take the people to, 
court because that is the only way we can keep the fear of God in the whole | 
staff, and we have urged repeatedly on the treasury and we hope in due course 
the Department of Finance will come to our terms and give us a blanket policy 
of $50,000 on the whole of our staff: That is, the whole staff is insured, because 
you might miss the odd person who does go crooked on. you, but, generally 
speaking, as soon as we have a defalcation it is reported to the mounted police 
and to the Justice Department and you have a prosecution. This account is 
not used to cover up any criminal. 

The CHAIRMAN: Any further questions, gentlemen, on Public Money, 
Part Il? 

Mr. FRASER: On page 8, ee, se 4. Mr. Chairman, do you want to 
jump that far ahead? 

The CHAIRMAN: Well, anybody who is going to ask a question on items 
might call them. 

Mr. Sincuair: I think it would be better to take them in order. 

The CHAIRMAN: Section 16. 

Carried. , 


Section 17. 

17. (1) The Minister may, when he deems it advisable for the sound 
and efficient management of public money or the public debt, purchase, 
acquire and hold securities and pay therefor out of the Consolidated 
Revenue Fund. 

(2) The Minister may sell any securities purchased, acquired or 
held pursuant to subsection one, and the proceeds of the sales shall 
be deposited to the credit of the Receiver General. 
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(3) Any net profit resulting in any fiscal year from the purchase, 
holding or sale of securities pursuant to this section shall be credited 


to the revenues of that fiscal year, and any net loss resulting in any ~ 


fiscal year from such purchase, holding or sale shall be charged to an 
appropriation provided by Parliament for the purpose. 

(4) For the purposes of subsection three, the net profit or loss in 
any fiscal year shall be determined by taking into account realized 


profits and losses on securities sold, the amortization applicable to the ~ 


fiscal year of premiums and discounts on securities, and interest applic- 
able to the fiscal year. 


Mr. MacpoNNELL: I would like to hear something about section 17, sub-_ 


section (1): 

The minister may, when he deems it advisable for the sound 
and efficient management of public money or the public debt, purchase, 
acquire and hold securities and pay therefor out of the consolidated 
revenue fund. 


I would like to understand a little bit better just what is meant by “sound and 
efficient management”. I take it this is something quite apart from the invest- 
ment of idle funds. 


Mr. CLARK: This relates to the investment of surplus funds. I think I 
can best illustrate it by pointing out when the practice arose and the times 
when it has been used. 


Mr. MACDONNELL: Could you also make me understand, in connection with 
this investment, what is the nature of the investment when you pay interest to 
yourself? In other words, I think you can only invest in government bonds? 


Mr. CuarK: Most transactions of this kind have occurred during war 
periods when the government was raising enormous sums of money by public 
issues of victory loan bonds, first world war bonds and second world war bonds. 
On those occasions, as you know, very intensive efforts would be put into the 
promotion of the sales campaign and very large sums were raised. Sometimes 
sales were probably in excess, if you like, of real investment demand, sales were 
made to people who did not intend to keep their bonds very long, and after 
most of these campaigns, certain people would get rid of their bonds and these 
bonds would have to be picked up. Well, now, at the same time we would have, 
after each of these issues, a very large cash balance in the treasury. It was there- 
fore felt that prudent management by the Minister of Finance of public moneys 
in the consolidated revenue fund and of the public debt required him to be ina 
position to make purchases of bonds in such cases. The bonds would be held 
for a time depending, of course, on our requirements for cash, until further 
investment demand emerged for the issues in question and they would then 
be sold. The result was to give a greater degree of stability to the market and 
to further the sale of securities in future. I mean, it made it very much easier 
to go ahead and make a successful issue the next time, and so on. This then was 
the beginning of such operations, back towards the end of the first world war. 
The same practice was followed again in the second world war. Very large 
sums were invested. From about 1940 on, I think as much as $2,700,000,000- 
odd were invested in the aggregate. All these bonds were. disposed of two or 
three years ago when the last bond was sold. The result of that operation was 
an actual loss on principal of about $8,000,000, but an earning of interest of 
$53,000,000, which I think meant that the policy was a highly successful one. 
It really was an essential element in the successful financing of the war. 


Mr. MACDONNELL: I think I can understand that when you are making these 


huge loans, as you say, some people would buy and then for various reasons 
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would want to sell, and this would be, in a sense, a market support. That 
amount of $2,700,000,000, would that be the amount invested at one particular 
time or would you extend that operation over a period of years? 

Mr. CLarK: That was the total amount purchased over a period of years. 


Mr. MAcDONNELL: When you say a loss of principal of $8,000,000, I can 
understand that quite easily, that is in the ordinary market operations, but what 
puzzles me, though, is what is the exact effect when you say that a profit of 
$53,000,000 was made on interest. 

Mr. CLARK: The net effect of it would be to save that much interest, which 
otherwise would have had to be paid out to third parties. An account of these 
transactions was kept and the interest was credited to that account and the 
total amount of interest so credited was this amount of $53,000,000. If those 
bonds had remained outstanding in the hands of the public, the government 
would have had to pay $53,000,000 interest to third parties. 

Mr. MACDONNELL: In other words, you say that your support operations, 
which were taken for the purpose of steadying the market, did in effect through 
your holding of these bonds save you that amount of interest which you other- 
wise would have paid. 

Mr. CLARK: Yes, and I think that is the essential meaning of that phrase— 
“for the sound and efficient management of public money or the public debt’’. 

Mr. MacDONNELL: Of course this question still remains. From one point 
of view, it might be argued that you marketed more bonds than you needed, 
because you then had to step back into the market and over a period you did 
actually invest a very large sum, $2,700,000,000, but your answer to that, I take 
it, is that in the long run you needed that money and, therefore, it was worth 
your while to pay interest. 

Mr. CLARK: Yes, the money was needed in each case. ; 

Mr. Gisson: What do you do with your surplus funds now? Do you put 
them into government securities? 

Mr. CLARK: If we have any very substantial sums of surplus cash, yes. 

Mr. GIsson: What have you now? 

Mr. CLARK: Well, we have a certain amount invested now, yes. But that 
may not be what you were asking, Mr. Gibson—are you thinking of what is 
done with the budgetary surplus? 

Mr. Gisson: With the surplus that you have. 

Mr. CLARK: With that $600,000,000 surplus accumulated so far this year— 
well, a great many things have been done with that. For instance, if I recall 
the figures correctly, so far this year we have had to use about $293,000,000 to 
make loans, advances and investments that we have to make all the time for 
housing purposes, to the Farm Loan Board, to the Canadian National Railways, 
to other crown companies, and so on,—about $293,000,000 has been used for 
that purpose. Then there is another substantial amount of the order of a 
couple of hundred million dollars, if I remember correctly that has been used 
for the retirement of debt. 

Mr. Gisson: Do you ever make a capital profit by buying bonds that 
have sagged below par? 

Mr. CLARK: Oh, yes, indeed. 

Mr. GIBSON: You sometimes make a profit on your own bonds? 


Mr. CLark: Oh, yes. This figure of $8,300,000 that I referred to before 
is the net figure. At times there were very substantial capital profits in that 
account, at other times that profit disappeared, and at the end the net effect 
overall from the beginning was a loss of $8,300,000. 
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Mr. Gipson: Did you have to buy bonds | over par? 


Mr. CLARK: That is right. 

Mr. WRIGHT: Is the government at the present time buying these bonds — 
that are below par? 

Mr. CuarK: Well, at the moment we have a certain amount of bonds that 
have been purchased in the recent past; yes, at a price below par. I do not pak 
think the fact as to whether they were below par or above par would influence 
us too much. There would be other reasons that would determine whether 
a purchase was made or not. But at the moment we do have a certain amount 
of these bonds in this kind of account, purchased in the recent past at a 
discount, yes. 

Mr. WrRicHT: If you hold them, of course, to maturity, you would make 
a profit on them? 

Mr. CLARK: Oh, yes, if they were held to maturity. 


Mr. WriIGHT: This section 17 indicates that itis new. Under what authority 
did you carry on this practice before this section was in the Act? 


Mr. CLARK: The Department of Justice had given us an opinion that under 
the Department of Finance and Treasury Board Act, which amongst other 
things makes the Minister of Finance responsible for the management of public 
funds and public debt and the Consolidated Revenue and Audit Act, the Minister 
of Finance had the authority to make the purchases that have been made 
in the past. We thovtght it better however that it should ‘be spelled out in 
law, that his authority should be spelled out in detail and particularly that 
the accounting treatment of the transactions should be regulated as they are 
now going to be under section 17. 

Mr. FuLForD: Mr. Chairman, I would like to ask Mr. Clark a question. 
He said that interest is saved through the acquiring of government securities 
and bonds, and I was just wondering if that is a true picture because you are 
losing income tax and corporation tax on the interest paid on that bond to 
third persons. Has any estimate ever been made of the amount of corporation 
or income tax you are losing—it is not clear profit to the Treasury Department? 

Mr. CLarK: Well, if the bonds had been held by private persons and they 
received the interest on the bonds, they would have paid taxes on that interest. 
We have not made any such calculations, Mr. Fulford. I do not think it would 
be possible to make such a calculation. You would have to assume that the 
bonds were purchased by people of certain incomes, so many in this income 
tax category, so many in the next income tax category and so on. You would 
have to make rather wild assumptions as to how the holdings were spread over 
the different classes of taxpayers, paying different tax rates. 

Mr. FuLForRD: Are you saving $53 million in interest? You are not really 
saving $53 million, are you? 

Mr. CLARK: We have saved $53 million which we would otherwise have 
had to pay out to third parties. 


Mr. SINcLarr: If you did not invest in our own bonds at 3 per.cent, the 
money would simply be lying in the bank, would it not? 


Mr. CLARK: Yes. 


Mr. SINCLAIR: So we are getting the best return on it? That is the prudent 
thing to do. 


Mr. WriGHT: Dr. Clark stated that the matter had been referred to Justice 
before as to the legality of carrying on this practice. 


Mr. CLARK: Yes. 
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Mr. WRIGHT: Has it ever been referred to the Supreme Court to determine 
whether the practice followed by the department is legal? 
Mr. CLARK: No, it has never been so referred. I do not think the practice 


has ever been questioned. It is a practice that has been followed for 30 years, 


and it has never been questioned by anyone to my knowledge. 

Mr. Gisson: We allowed people to assume during the war by virtue of 
the fact that we went into the market and supported the price. Did we not 
allow people to assume, quite naturally, with respect to these bonds? There is 
considerable difficulty in the country now because people want to cash these 
bonds; people feel that they have been let down by this government by virtue 
of your own operations. 

Mr. CLARK: I think that the Minister of Finance at the time, Mr. Ilsley, 
stated that these bonds would always be negotiable, and that there would be 
a ready and stable market for them. But he steadily refused to say that they 
would be maintained at any fixed price. Several times in the House of Commons 
there was a debate on that subject and he was urged to do that, but he steadily 
refused. On several occasions he refused to do that because he thought it 
would be unsound. 

Mr. SINCLAIR: The member who sat next to Mr. Gibson was the one who 
strongly urged that course on Mr. Isley, but Mr. Ilsley said he would not 
follow it. 

- Mr. GiBson: Do you think that the fact that there are registered bonds and 
bearer bonds makes any difference on the market? 

Mr. CLARK: No. I do not think there is any difference in the market arising 
from a distinction between registered and bearer bonds. 

Mr. Gipson: I do not like to see the government making a profit on bonds. 
There seems to be something wrong about it. 

Mr. SINCLAIR: Who ought to make a profit on capital then, Mr. Gibson? 

- Mr. MAcCDONNELL: There is another question. Am I right in thinking that 
the operations which you have been describing are carried on directly by the 
Department of Finance? 

Mr. CLARK: We buy through the Bank of Canada. 

Mr. MACDONNELL: Perhaps I can make it clearer. Are you including in what 
you said all the transactions of the Bank of Canada? 

Mr. CLARK: No, I am talking only of the Government of Canada. 


Mr. MAcDONNELL: That is what I thought. Would you indicate to us the 
practice which is followed in respect to investments by the Bank of Canada? 


Is that a fair question? Is that part of the management of public funds? 


Mr. CuarkK: No. I think that would be a question for Mr. Towers of the 
Bank of Canada to explain. 


The CHAIRMAN: If the committee felt it was material to have an opinion 


on that, I think it would be fair to ask it from the man who has the authority 


on it, and on these policies, that is, the Governor of the Bank of Canada. But 
can we not carry on with this article and ask the people who are responsible 
for drafting this for their opinions? And if you feel you have not got enough 
of them, we can always summons another witness. But could we not go on 


_ with this and have the opinions of the witnesses who are present? 


Mr. MAcCDONNELL: In answer to Mr. Gibson you pointed out that you were 
able to find $300 million for housing operations and so on from the surplus. 
In other words, you were able to take that from taxes and use it for that 
purpose. But suppose you had not had that surplus; would that have just been 
a normal borrowing operation? 
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Mr. CLARK: The cash would have had to be raised in ‘some other way 
presumably by borrowing. 

Mr. MAcDONNELL: Is it universal government NrartiGee-and Iam thinking! 
of other countries as well—not to buy any securities except their own? It — 
seems to me there is a certain illusion about paying yourself interest out of 
one pocket into another. I do not question the accuracy of the figures you 
have given, but I do think there is a certain unreality about it. Is it the 
considered opinion of all governments that they must never be allowed to 
invest in other than their own securities and not even in the highest class of 
investments? 

Mr. CLARK: I do not know of any other government that would purchase 
other types of security for such a purpose; I cannot think of any off-hand. I 
would not think it would be the normal function of a government’ or of a 
minister of finance to go outside its own obligations to buy securities and hold 
them as a sort of investment trust. 

Mr. MAcDONNELL: I know it would be very difficult, but I am interested 
in the point. 

Mr. CLARK: The assumption behind this practice is that there is a dee 
on the Minister of Finance to manage his cash balances, and his debt prudently 
and efficiently. 

Mr. Masgor: Did you not say a moment ago that you were accumulating a 
surplus or a profit out of your sales? Do you find in your department that it 
would be more advantageous to deal with this surplus in paying your expend- 
itures rather than having to go out and borrow further amounts? 


Mr. CLARK: It is not too easy to borrow very large sums of money today. 
The market is not in very good condition for borrowing very large sums of 
money. 


Mr. MACDONNELL: I will say so! 


Mr. CLARK: I would not like to have to go out today and raise a very 
large sum of money, let us say, several hundred million dollars of money. 


Mr. FRASER: And the interest rate would be up, would it not? 


Mr. CLARK: Not only that, but it is very difficult to sell any large volume 
of bonds. ; 


Mr. MACDONNELL: What rate of interest do you get? You have deposits 
in the chartered banks, have you not? 


NYrMOLARK: .Y es. 
Mr. MACDONNELL: What rate of interest do you get on those deposits? 


Mr. CLARK: We do not get any interest on our normal deposits in the 
chartered banks. The banks perform certain services for us free of charge.. 
The great volume of services are performed for us free of charge and we 
do not get any interest on our ordinary bank balances in Canada. We may 
get interest on balances in New York or London, whatever the short term 
rate may be at the time. 


Mr. NoOSEworTHY: How much money do you have on deposit at any one 
of the private banks? Have you any idea? 


Mr. CLARK: That will vary, Mr. Noseworthy, a great deal. Let us say, 
from a minimum of $10 million or $12 million for all banks (that would be 
pretty close to the minimum limit of what we can have at any one time and still 
carry on our operations) up to perhaps $100 million or $150 million or even 
$200 million. But when it gets up to be as large as these amounts we might 
desire to do something of this sort I have mentioned with it. However our 
total balances in the bank vary greatly from day to day, from month to month, 
and over the years. 
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. Mr. NosewortHy: Could you give us any idea of what would be the 
~ average amount on deposit throughout any fiscal year? 

4 Mr. CLarK: On the average, $75 million, or perhaps between $50 million. 
and $100 million. 

4 Mr. MACDONNELL: I suppose it would be up and down? « 

_ Mr. CuarkK: Yes, it would be up and down. 

im Mr. MACDONNELL: So what you said about it being difficult to have a 
definite rate of interest is because of the up and down fluctuations? 

Mr. CLARK: That is right. Take the case of cheques. They run to very 
_ substantial amounts, and necessarily so with a substantial number of cheques 
going out at one time you cannot write cheques for $20 million or $40 million 
and not have some sizeable balance in your bank accounts. 

Mr. SINCLAIR: I suppose we are not charged by the banks for handling 
government of Canada cheques? 

Wr CLARK?) That is: right. 

Mr. FRASER: They pay them at par. 

Mr. CLARK: That is right. 

Mr. MACDONNELL: Your account would be handled like that of any current 
account on deposit? 

Mr. CLARK: Yes. 

Mr. WricHT: Are these Dominion Government deposits used by the 
chartered banks as a basis for their loans, or as part of the basis of their 
loans? Is it the policy of the chartered banks to loan that money under the 
Bank Act? 

Mr. CLARK: I am afraid that you are opening up a very large question. I 
think all I could say is that their policy in loaning money probably depends on 
the amount of cash reserves they hold at any given time. 

Mr. WricHt: That would be part of their cash reserves? 

Mr. CLARK: This would result in increasing their cash reserves, yes. 

The CHAIRMAN: On a temporary basis? 

Mr. CLARK: On a temporary basis, yes. 

The CHAIRMAN: For the time being. 

Mr. NOSEWORTHY: You say that at no time have they dropped below $10 
million, and that on the average it is between $50 million and $100 million? 

Mr. CLARK: In these times, yes. In the last few years, I would say that 
that would be a fair average; and the total almost never drops below $10 million. 
We have to meet substantial amounts every day in the clearings and you cannot 
operate on any other basis. 

~ Mr. CroLtut: Was that always the arrangement with the banks? 

Mr. CLarK: Yes. There have been some changes in detail, but generally 
speaking that has been the arrangement. 

Mr. Crouu: Then in time, have you ever been able to indicate to yourself 
what the probable savings are from the services, or what those services would 
likely cost you? 

Mr. CLARK: Well, the banks every so often make estimates of what it 
costs them to do the work which they have to do for the government. 

Mr. CROLL: Yes? 

Mr. CLARK: And they claim they are in the hole very very substantially. 
However, I think that is a very difficult matter to calculate accurately. You 
would have to go into the subject of cost accounting in the banking business 
and I think the banking business is an extremely difficult type of business to 
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which to apply cost accounting methods. I am not very well satisfied with — 


such estimates whenever an attempt is made to put them on too exact or precise 
a basis. I am sure I could say this, however, that the banks do not get over- 


paid for the work they do. And they think that they are getting very much — 


under-paid. : 
Mr. Crotu: And we are going to continue to resist them? 


Mr. Cuark: I think we shall continue more or less with the same policies 
under which we have operated in the past. 


Mr. RitEY: What is the practice in respect to these chartered banks? Do 
you spread your funds over all of them? : 


Mr. CLarK: Yes. In Canada our balances are held in the Bank of Canada 
here at Ottawa and in all the branches of the chartered banks. We have 
balances here in every one of the Ottawa branches of the chartered banks and 
also in Barclay’s Bank in Montreal, which has not got any branch here in 
Ottawa. We spread the balances amongst the banks, again on the basis of the 
relative amount of work which they perform for the government. If one bank 
is cashing more cheques, handling more bank drafts and so on than another 
it would get a larger share of our business. Actually, the arrangement that 
we now have in effect is for a division of our business amongst all of them on 
a basis on which they have agreed amongst themselves. That is to say they 
agreed that one bank getting “X” per cent of our balances, another “X plus 2” 
per cent or whatever it may be, and so on. 


Mr. RiteEy: How long has that policy been in effect? 


Mr. CiarkK: This particular arrangement now in effect has only been in 
effect for a little over a year now. There has, however, been a somewhat 
similar arrangement in effect going back for-a much longer period of time, but 
differing in detail. 


Mr. RILEY: Was it true at one time one or two of the chartered banks 
handled the bulk, or most of the government business ? 


Mr. CLARK: Yes, years ago, before the establishment of the Bank of Canada 
as our central bank, the Bank of Montreal was government’s principal bank. 


Mr. WricHtT: If the banks were losing money on their business do you 
think they would—they would scarcely want to divide the loss, take it away 
from the one or two banks that were handling the business in the first place, 
particularly if the other banks say it cost them so much for doing business. 
It seems to me this has a bearing on whether there may be a loss or a gain on 
handling government business. 


Mr. CiarkK: Sometimes I make a somewhat similar argument, Mr. Wright, 


to the banks; but I would say that whether or not the banks were losing’ 


money on this government business they would probably have to continue to 
do it. They would not want to have their customers find themselves unable 
to cash government cheques at their own bank, and so on; and, actually, the 
banks also may get a certain prestige value out of government business. Cer- 
tainly I think they really do want the business. They would like to have the 
business even though it does result in some loss on a strict accounting basis. 
They want to have their fair share of it. 


Mr. RitEy: Do you believe, yourself, that they are losing money on this 
practice? | 

Mr. CLARK: Well, I think that they have honestly tried to cost account 
their operations. They have made an honest attempt to cost account the 
business they do for us, but I am not sure all the assumptions they work on 
are correci—the results might not be too unsatisfactory. But you have to 
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4 U determine the amount of time the manager, the teller, the accountant and 


> . 
a 


what not spent on our business each day as compared with all the other 
_ types of business; you have to prorate the bank overheads in certain ways. 
- There may be an argument as to whether they follow the most appropriate 


way of making these calculations and spreading these overheads; there have 
- been arguments on every point all along the way. What I am saying is: I think 
they make an honest attempt to cost account their business and get a true 
- picture of what it costs them to do their operations for us; and they certainly 
_ present figures which seem to show that they are carrying on certain opera- 


tions at a loss. I might disagree, as I said, with the extent of the loss that 


_ they calculate, disagree here and there on this detail or the other. However I 
may say frankly, I think it probably will be necessary for us some time to 


- increase the remuneration that we are paying the banks for certain operations; 


for instance, for the work they do in connection with the redemption of coupons 


-on government bonds. We pay them only one-eighth of 1 per cent, and one- 


eight of 1 per cent on a $3 coupon.is a pretty small payment for the work 
which is involved. I think they probably have established a fairly good case 
on that point and that I will have to recommend to the minister that payment 
for that service should be raised, don’t you see. From time to time there may 
have to be other adjustments made in what we do for them. 


Mr. FLEMING: Perhaps if these questions are pressed too far we shall be 


encouraging them to come along with demands for payment. 


Mr. SINCLAIR: Has not the increase in the volume of small cheques, par- 
ticularly with regard to the 3 million cheques monthly for family allowances 
cheques and the 800,000 cheques monthly for old age pensions—cheques which 
the people must cash in their own locality—had an important effect on bank- 
ing? If any bank were to refuse to cash those cheques you can understand 
the amount of business they would lose in a town. 

Mr. CLARK: That is what I meant to say a moment ago. 


Mr. ASHBOURNE: What is the commission paid to the Bank of Canada for 
the purchasing of bonds and securities on government account? 

Mr. CLARK: When they purchase bonds for us I do not think they charge 
us anything for their own work. The purchase would have to be made through 


a broker and the ordinary brokerage charge would be paid to the broker, 


and we would have to recoup that. However I do not think the Bank of 
Canada makes any charge for their own work. 


Mr. WRIGHT: What is the situation at the present time with respect to 
extra remuneration to banks for cashing such cheques as old age pensions and 
family allowances. Are they paid anything for that? 


Mr. CiuArK: No. f 


Mr. RILEY: You do pay them the equivalent of interest they would other- 
wise have for money on deposit? 


Mr. CLARK: What is that? 
The CHAIRMAN: Would you repeat your question, Mr. Riley? 


Mr. Riuey: I understand they do not pay the government for funds on 
deposit. — 


Mr CLARK: ONO. ©: 
Mr. RiLtEy: That is treated as the ordinary current account? 
Mr. CLARK: That is a current account, yes. 


Mr. RILEY: Should you not include the benefit you get from the use of 
that money? 
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Mr. CLaRK: Oh, I do not think it would be fair to do that. As I said, I 
think they have a pretty fair argument against us now, against not paying 
interest. 

Mr. RitrEy: That is what I say; what they would eu sediai cs be paying in 
the way of interest would accrue to them. 

Mr. CLARK: Counting everything that they. make on our balances that 
they hold I think they can build up a fairly good case that they are underpaid 
on certain operations. Certainly they are not being overpaid. 

Mr. FRASER: Mr. Chairman, the banks also have to fill out forms to cover 
the heavy increase in foreign exchange transactions which they do for you 
free. 

Mr. CLARK: Yes. 


Mr. FRASER: They also have a heavy increase of cost. on coupons which are 
deposited. 


Mr. CLARK: Yes, on ownership certificates, they do a good deal of work for 
the government. 


Mr. FRASER: Those are things which they do free of charge. 
Mr. CLARK: Yes. 


Mr. MACDONNELL: The various things which have been mentioned by Dr. 
Clark are important services; are there any other important services that have 
not been mentioned? I think it would be of interest to the committee to know if 
they provide a service in connection with the Foreign Exchange Control Board? 


Mr. CLARK: Oh, yes, they are agents of the Board and they get certain pay- 
ments for that work. 


The CHAIRMAN: Shall the section carry? 
Carried: 


Section 18: 


18. Where a service is provided by His Majesty to any person and 
the Governor in Council is of opinion that the whole or part of the cost 
of the service should be borne by the person to whom it is provided, the 
Governor in Council may, subject to the provisions of any Act relating 
to that service, prescribe the fee that may be charged for the service. 


Mr. FLEMING: I have a question on section 18. What happens in the case of 
rescue operations, particularly those of the type carried out at sea by the 
R.C.A.F.? This section would apply to such cases, apparently, and it would 
appear to authorize the Governor in Council to prescribe the fee that may be 
charged for services. I understand that this is a new provision in our 
legislation. 


Mr. McINtTyrRE: I am afraid that I cannot give you the answer to that. As 
far as I know there is no charge made for rendering such services. 


Mr. FLEMING: That is what I understood to be the present position. Of 
course, some of the rescue operations can be very expensive. I am pointing out 
that this is a new section and it would in such cases appear to authorize the 
Governor in Council to prescribe the fee that may be charged. 


Mr. McINTYRE: Yes, if the Governor in Council saw fit to do so. 


Mr. FLEMING: Is the kind of fee that is contemplated here something of 
a set of general application or would it be prescribed having regard to the cost 
of any particular operation at the time? 


Mr. McINtTyReE: I think the fee which is contemplated here would be fixed 
in each particular instance. 


~ 
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Mr. CLARK: That would cover certain categories of service. 


Mr. Bryce: The government renders quite a number of services of various 
types, everything from certifying cattle pedigrees to the working out for 


_ mining ores of the development of special processes, and various research jobs. 
: There is a large variety of functions that the government performs that benefit 
various individuals or companies or groups, and which at the present time are 


subject to certain fees. In some cases these fees are provided for by statutes 
and in some cases they are not. The present section provides a definite legal 
authority to charge fees for such services. The intention of putting this in the 


_ Act is to make it quite clear that where the government renders a service it is 
in a position to make charges. 


Mr. FLEMING: Mr. Chairman, I have no doubt at all that where the govern- 
ment does render a service of a general nature that is over and above the 
general service rendered to all citizens it is probably not unfair generally to 
make a charge for the service. The language here is very broad. This is new , 
legislation. I am just wondering how far parliament is justified in committing 
itself entirely to the Governor in Council in this matter. As for the rescue 
operation, that is just an obvious case that occurs to one. One would not want 
to see the imposition ex post facto of charges in a case like that, because some 
charges in respect to that service have been very great. 


The CHAIRMAN: Which authority would you suggest could do it better 


than the Governor in Council, could determine the fee? I mean, the Governor in 
- Council acts on the advise of the department which renders the service, and 


the fact that it is now to be reviewed, authorized by the Governor in Council, is 
just adding another safe-guard. It has to be reviewed by the Governor in 
Council before it is fixed so that it would be fair. 


Mr. FLEMING: Perhaps I have not quite the same complete confidence in 
Governors in Council, Mr. Chairman, that some others here possess. 


The CHAIRMAN: I say the Governor in Council, but over a period of years 
the personnel changes from time to time; and, in a democratic country, when 
one says the Governor in Council I think it means the best authority according 
to the expressed wish of the people; without this section the department could 
send in its bill for services rendered, but with this provision it has to be 
reviewed by the Governor in Council. . 

Mr. FLEMING: What happens to them after that? If they are to be laid down 
in the form of general regulations would they be tabled in parliament in 
accordance with the Regulations Act? 


Mr. Henry: Yes, sir, the Regulations Act would require regulations of this 
kind to be tabled. 


Mr. FLEMING: Now, that might be of some assistance with regard to 
general regulations of the kind Dr. Clark spoke of being put together into 
various categories; and that would be what one would expect. I think that 
the power would probably be used in that way. The Governor in Council 
might be given the necessary power for dealing with such general categories; 
on the other hand, in permitting ex post facto the fixing of the fee for some of 
the special services we would be conferring a power so great that it strikes me 
that it is capable of quite arbitrary use in a situation of that kind, in a 
completely ex post facto application. 

Mr. HENRY: This section, Mr. Chairman, was really intended to be dealt 
with as more or less a contractual section allowing the government to charge 
some sort of a fee for carrying out services which ordinarily might be expected 
to be done on a contract basis. That has been done in certain cases where a 
person might reasonably expect to pay for some service. Perhaps a good 
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example is the Mint Custom Refining and Storing Regulations under which we’ — 


carry out certain services in the Mint for gold mines. They pay for storing, 


refining and so on. That is just a contract and there was not anything meant — 


other than that when the section was drawn. 


Mr. FLEMING: Is it not clear that the section is broader than that? I think © 
that matter would be clear enough and it is acceptable enough because when — 


you publish your fees people do not have to take advantage of the service and 


pay the fee. They will know the amount of the fee in advance, as it will be © 


promulgated. However, what about the possibility, and I think it is definitely 
a possibility in view of the language of Section 18, of charges being levied ex 
post facto fora service that might be quite extraordinary, assuming that it 
may be a situation that arises outside of the scope of the fees you have laid 
down in your proper categories by exact regulation? 

Mr. Henry: I think the section probably is worded widely enough to allow 
you to fix a fee for work done, but I doubt very much if the Governor in 
Council would operate on that basis because, after all, the categories of work 


that it has been thought over a period of time should be charged for, are fairly 


limited and the only intention is to make it clear that if it is desirable to charge 
a fee for that particular service there should be authority for it. 

I doubt very much if the question would be deait with as Mr. Fleming 
suggests because it is open to a lot of difficulties. One of the difficulties you 
have is the question of collecting. If you do not have fees published in 
advance, because most of the things are done on the basis of a voluntary 
application—perhaps that is not the case with air rescue work—but most of 
the services are done on application of the person who wants-them done, and 
it is reasonable that the regulations should point out in advance what he is 


expected to pay. If not, you have a collection problem and obviously you have - 


to deal with these ines in a reasonable manner. 


Mr. FLEMING: Apart from all those practical considerations that go to the 
question of how the Governor in Council is to go about using the power, I do 
‘ not think it completely answers my question about the breadth of the powers 
being conferred. These powers are so broad they are capable of being exercised 
in an arbitrary way and not in the manner indicated now. Our concern as 


{legislators must be with seeing that the powers are broad enough to cover the 


need but not any broader. 

Mr. Henry: The alternative would be to set out, I suppose, some sort of 
principles, but that is very difficult to do. I think it is probably more practical 
to leave it, as one member of the committee pointed out, to delegated legislation. 
You have much the same principles in ordinary private enterprise—where 
somebody comes along and does work for you and you accept it, then you pay 
for it on a quantum meruit basis. 


Mr. MACDONNELL: But you do not prescribe it? 
Mr. HENRY: The courts prescribe it if it comes to a showdown. 


Mr. FLEMING: On this quantum meruit, you have a couple of safeguards 
in private contracts, but here whatever the Governor in Council prescribes at 
that point is final. 

Mr. CLARK: Would it meet Mr. Fleming’s point if you added “by regula- 
tion” after “may” “. ... may, by regulation, subject to any other Act pre- 
scribe. ...” That would mean, I should think you would have to have regula- 
tions in existence prior to the performing of the service. 


Mr. FLEMING: I think that would’ be a very useful safeguard. 


Mr. CLARK: The only difficulty I see is there are some cases which might 


be individual cases. For example Mr. Bryce mentioned the services rendered 


by the Mines Branch of Resources and Development. They are all individual 7 
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z cases and it would be very difficult to have a general regulations covering that 
. type: of matter unless it were said simply that in no case will the fee be less 
_ than the cost of performing the particular service—or something of that sort. 


oes The CHAIRMAN: May I contribute something? If you add the words “by 
_ regulation” would there not be cases in which the parties interested must have 
an answer quite quickly and you would not have time to pass new regulations 
i to cover the particular case? 

. Mr. FLEMING: I presume the regulations would say: Th cases not heretofore 
covered the fee shall be the sum agreed upon between the government or the 
minister and the party receiving the services or applying for them? 


Mr. Gisson: But that would not be part of your regulation? 


Mr. FLEMING: Yes, that would be part of your regulation. The regulation 
would cover, by such words, all cases not otherwise covered. 


Mr. Cuark: I think I might check with the minister. Probably he will be 
willing to accept an insertion of the phrase “by regulation” there. Then we 
could have some catch-all clause such as’you suggest, at the end of the regula- 
tions to cover cases not specially spelled out. 


: The CHAIRMAN: The section will stand until the officials of the Department 
of Finance have had time to work out an amendment which is agreeable to 
them and which they think will be suitable to the committee. 


Section 19? 

Mr. NOSEwortTHY: Before you go on to Section 19 I wonder if one of the 
officials could tell us just by what process the Governor in Council would 
determine that the individual should be charged for the whole or part of the 

- service rendered? Just what is the process by which the Governor in Council 
would arrive at that decision? 

Mr. CLARK: Well, I find it a little difficult, Mr. Chairman, to answer that 
question—just how the Governor in Council’s mind would work there. I would 
think what would have to be done would be to consider a number of categories 
of services that are rendered where the individual or the corporation receiving 
the service, is getting a definite monetary or financial benefit or advantage; 
and then lay down in a specified category of case a specified certain charge, 
a specific quantum of money, shall be paid, and in other cases the charge 
shall be based on certain factors, e.g. on the cost of performing the service or 
something of that sort. 

I think it is a little difficult to go beyond that, Mr. Noseworthy, at this 
moment. 


_ Mr. NosEwortHy: The Governor in Council would obviously have the 
advice I presume of somebody who was definitely concerned with the practice? 


Mr. CLARK: Yes. We would have to consider various types of cases and 
try to classify them and submit to the Governor in Council, or rather to the 
minister in the first place and then to the Governor in Council, a list of the 
kind of cases that needed to be dealt with, making some suggestions as to 
the basis that might be established. 


Mr. NOSEwWorRTHY: Would the Governor in Council not be inclined to accept 
the recommendation that came in the first place from someone who is directly 
associated with the particular problem? 


Mr. CLARK: I think they would be inclined to ane so: For instance, where 
the Mines Branch of the Department of Mines and Technical Surveys recom- 
mends through its minister to council that the fee for the kind of service they 
perform should be determined on such and such a basis, the Governor in 
Council would obviously be inclined to accept that advice unless they saw 
some very obvious defects in it. 
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Mr. NosewortHy: Are there any safeguards in that BECEESS, against 


favouritism to particular individuals? 
Mr. CLARK: Well, on this basis “by regulation” you would lay down terrae 


which would apply to everybody coming within the specified classes. I do — 


not think there would be any chance for favouritism. 
The CHAIRMAN: Shall section 8 carry? 
Agreed. 


The CHAIRMAN: Section 19? 

19. (1) Where money is received by a public Oficer from any 
person as a deposit to ensure the doing of any act or thing, the public 
officer shall hold or dispose of the money in accordance with regulations 
of the Treasury Board. 

(2) Where money is paid by any person to a public officer for any 
purpose that is not fulfilled, the money’ may, in accordance with 
regulations of the Treasury Board, be returned or repaid to that person, 
less such sum’as in the opinion Be the Board is properly attribuable to 
any service rendered. 

(3) Money paid to the credit of the Receiver General and not being 
public money may be returned or repaid in accordance with regulations 
of the Treasury Board. 


Mr. MacpDONNELL: In Section 19 do we not run into somewhat the same 
kind of problem in subsection 2: “where money is paid by any person to a 
public officer for any purpose that is not fulfilled, the money may, in accordance 
with regulations of the Treasury Board, be returned or repaid to that person, 
less such sum as in the opinion of the Board is properly attributable to any 
service rendered.” 

Now is that a final disposition? It cannot happen in relation to any private 
individual, can it? 

Mr. Bryce: Well, sir, I might say we have some cases now on patent fees 
or copyright fees and things of that sort where the fee is payable when the 
application is filed. Then, a search produces a result that the copyright 
cannot be issued, or something of that sort, and rather than return or remit 
the whole fee a portion of it is held to cover the costs involved in making a 
search. Thas has been the sort of practice that I can think of immediately, 
which has taken place before. 

Mr. MacpdonneE LL: Is it practically certain that this deals with rather small 
things? I am not going to press the point very much. 

Mr. Bryce: Normally, yes. I think there may be cases with regard 
to contracts where people get specifications for a contract and they do not 
return them—something of that sort. 

Mr. MACDONNELL: Well, it would appear from what you say that it was 
not important. 

Mr. CLARK: It is a small matter. 

The CHAIRMAN: Shall section 19 carry? 

Agreed. 


The CHAIRMAN: Section 20? 


20. (1) Money received by or on behalf of His Majesty for a special 
purpose and paid into the Consolidated Revenue Fund may be paid out 
of the Consolidated Revenue Fund for that purpose, subject to the 
provisions of any statute applicable thereto. 
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* (2) Subject to any other Act, interest may be allowed and paid 
te Se from the Consolidated Revenue Fund in respect of money to which sub- 
. section one applies, in accordnace with and at rates fixed by the Minister 
with the approval of the Governor in Council. 


Mr. ASHBOURNE: What is the present rate of interest fixed by the minister 
_ for interest on these amounts that are in various funds? 
-Mr. CLARK: Mr. Balls is going to answer that. 
Mr. BAuus: There are a number of rates of interest now, and a lot of them 
vary considerably from fund to fund. 
Mr. ASHBOURNE: Can you give us an average? 
Mr. NOSEworRTHY: Some observations here would be very useful. 

- Mr. CLARK: Partly the prevailing rate of interest at that time and at the 
time the deposit was made would be one of the factors. One other factor would 
be the extent to which the fund itself was likely to be used or whether it was 
likely to be drawn upon frequently—or whether it was likely to be left practi- 
cally unused. / 


. Mr. BROWNE: One example would be the moneys received from the province 
of Newfoundland—the $20 million received there, and the interest? 


Mr. CLARK: That is covered by the terms of union, specifically—23 per cent 
I think. 


Mr. ASHBOURNE: Take any particular instance—the fund of the Unem- 
ployment Insurance Department. Is that covered in this section? 


Mr. CLARK: The funds of the unemployment insurance branch are invested 
by an investment committee in securities of the government of Canada. Nor- 
mally there is only a very small balance of cash maintained. 


Mr. Batts: I can cite a few cases here to show you some of the variations. 
We allow 5 per cent and 6 per cent on Indian trust funds. 


Mr. CLARK: They go back a great many years—back to the nineteenth 
century. | 


Mr. BaLus: The George V Silver Jubilee Cancer Fund for Canada, 3 per 
cent. That is on page 213 of the public accounts, under appendix No. 7, interest 
on public debt. 


Mr. ASHBOURNE: What about the funds that are held by the custodian of 
enemy property? 

Mr. Bauus: Those are not held in the consolidated revenue fund. 

Mr. ASHBOURNE: They are held by the Secretary of State Department? 

Mr. BALLS: By the custodian of every property. 

The CHAIRMAN: In a‘special account. 

Mr. BALLS: In a special account outside of the consolidated revenue fund. 


Mr. FRASER: It would not cover income tax overpaid and interest paid 
out on it, or would it cover that? 


‘Mr. BALus: No, it does not. 
The CHAIRMAN: Shall section 20 carry? 
Carried. 


Section 21. 

Where the Senate or House of Commons, by resolution or pursuant 
to any rule or standing order, authorizes a refund of public money that 
was received in respect of any proceedings before parliament, the minister 
may pay the refund out of the consolidated revenue fund. 
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Mr. FRASER: Could Mr. Clark give us an example of this, on 21? 

Mr. SINCLAIR: Remission of fees in Senate divorce cases. 

Mr. FRASER: ‘That would be about the only one, is it? I cannot think of 
any outside of that. 

Mr. CLARK: Fees paid in respect of private bills I suppose. - 

Mr. FRASER: Oh, yes. 

The CHAIRMAN: Shall section 21 carry? 

Carried. 


Section 22. 


22. (1) The Governor in Council, on the recommendation of the 
Treasury Board, whenever he considers it in the public interest, may 
remit any tax, fee or penalty. 


(2) A remission pursuant to this section may be total or partial, 

conditional or unconditional, and may be granted 

(a) before, after or pending any suit or proceeding for the recovery of 
the tax, fee or penalty in respect of which it is granted, 

(b) before or after any payment thereof has been made or enforced by 
process or execution, and 

(c) in the case of a tax or fee, in any particular case or class of case and 
before the liability therefor arises. : 


a 


(3) A remission pursuant to this section may be granted 
(a) by forbearing to institute a suit or proceeding for the recovery of 
the tax, fee or penalty in respect of which the remission is granted, 
(b) by delaying, staying or discontinuing any suit or proceeding already 
instituted, 
(c) by forbearing to enforce, staying or abandoning any execution or 
process upon any judgment, 
(d) by the entry of satisfaction upon any judgment, or 
(e) by repaying any sum of money paid to or recovered by the Minister 
for the tax, fee or penalty. 
(4) Where a remission is granted under this section subject to a 
condition, and the condition is not performed, it may be enforced, or all 
proceedigs may be had as if there had been no remission. 


(5) A conditional remission, upon performance of the condition, and 
an unconditional remission, have effect as if the remission was: made 
after the tax, fee or penalty in respect of which it was granted had been 
sued for and recovered. 


(6) No tax paid to His Majesty on any goods shall be permitted by 
reason only that after the payment of the tax and after release from the 
control of customs or excise officers, the goods were lost or destroyed. 


(7) Remissions granted under this or any other Act may be paid 
out of the Consolidated Revenue Fund. 

(8) A statement of each remission of one thousand dollars or more 
granted under this section shall be reported to the House of Commons 
in the Public Accounts. 

(9) Where a penalty imposed by any law relating to the revenue 
has been wholly and unconditionally remitted pursuant to this section, 
the remission has the effect of a pardon for the offence for which the 
penalty was incurred, and thereafter the offence has no legal effect 
prejudicial to the person to whom the remission was granted. 

(10) In this section “tax” includes any tax, impost, duty or toll 
payable to His Majesty, imposed or authorized to be imposed by any Act 
of Parliament, and ‘“‘penalty” includes any forfeiture or pecuniary penalty 
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imposed or authorized to be imposed by any Act of Parliament for any 
contravention of the laws relating to the collection of the revenue, or to 
the management of any public work producing toll or revenue, notwith- 
standing that part of such forfeiture or penalty is payable to the informer 
or prosecutor, or to any other person. 


Mr. FLEMING: On section 22, subsection 1. What is it that gives rise to the 


_ proposed amendment? 


Mr. CLARK: There are cases where, say, there is an application under the 
Companies Act for incorporation, and the application is subsequently with- 
drawn. There are a number of other cases of that kind of thing where it seemed 
just as fair, logical and appropriate to allow for a remission of'a fee in whole or 
in part as the remission of a tax. 

Mr. FLEMING: In the case you mention, is there any refund made now, 
Mr. Clarke? 

Mr. BALLS: I think, Mr. Chairman, that.in some cases we have received 
opinions from the Department of Justice that once a payment has been made 
there has been no authority to make the refund, and this provision is to permit 
a remission to be made by the Governor in Council in such cases. 

Mr. FLEMING: To be followed by the refund. 

Mr. FRASER: On section 22 (4), that would cover drawbacks, duties, excise 
tax on goods coming into Canada? 

Mr. CLARK: Yes, any one of those things. 

Mr. FRASER: What else could it cover? 

Mr. BALLS: Well, Mr. Chairman, the sort of things that is intended here is to 
cover the case of the remission of a forfeiture, say, of a car, in which the condi- 
tion to be fulfilled might be the paying of the storage charges which have been 
incurred by the crown in holding the car for that period. 

Mr. FRASER: Under seizure? 

Mr. BALLS: When it is under seizure. 

The CHAIRMAN: Forfeiture or seizure, both. 

Mr. BAuLs: Yes, that is the type of condition that is contemplated here. 

Mr. MACDONNELL: What, exactly, is a tax remission? For instance, if 
someone has a discussion with the Department of National Revenue and, as a 
result, his original tax is scaled down, perhaps for one reason or another, 
perhaps because they decide he is not in a position to pay the whole of it—we 
understand there are cases where adjustments are made. Now, is that a tax 
remission? 

Mr. BrycrE: Perhaps I might say a word on that. A good many of these 
go from the Treasury Board to the Governor in Council. The normal changes 
to which you refer are changes in the settlement of an assessment, but those 
are not remissions, of course. The remission is when there is no question about 
what the tax is; it has been assessed, and, for reasons that the government 
consider to be in the public interest, a portion of it is remitted. 

Mr. MACDONNELL: So, in a case of that kind the Governor in Council would 
lessen the amount of the tax reported, I presume, from the Department of 
National Revenue. Is that correct, Mr. Clark? 

Mr. CLARK: Yes, sir. 


Mr. MACDONNELL: I see that it is proposed under subsection (8) that a 
statement of each remission of more than a thousand dollars shall be reported 
to the House of Commons in the public accounts. Have reports of such remis- 
sions as that been made in the past? 
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Mr. CLARK: Yes, sir, the Auditor General has reported those in his report 
each year. 


The CHAIRMAN: We passed over such items in the last three’ years ina lump | 


sum, and at the time there were no questions asked on any given items but 
there could have been. Last year and the year before we passed these remissions. 

Mr. Stncuarr: There are three pages of them in this year’s accounts. ” 

Mr. FRASER: That would cover an article that was brought into the country 
under a certain item of the tariff and then the person said it should have been 
in some different item, and there would be a difference in favour of the importer? 

Mr. CLARK: Yes, that would be one type of case, but the most common type 
of case is things that are brought into the country for a few months, say a piece 
of machinery, brought in to do a specified job then taken out again. In such 
a case the government will remit all but a certain fraction of the duty. ; 

Mr. FLEMING: I notice in subsection (1) the word “tax’’ and the wei 

“penalty” are defined, but the new word “fee” is not defined. 

Mr. HENRY: We thought that that was quite clear. The other definitions 
were put in because the Consolidated Revenue and Audit Act expressly mentions 
duties, tolls, imports and forfeitures and we wished to make it clear that we 
are not now taking these out. But I think the word “fee” was really intended 
to cover the sort of things that have been mentioned, patent application fees, 
fees for incorporating companies, and that sort of thing, which I think are 
clearly designated as fees. A charge to be paid for doing something rather 
than a duty or toll or impost. 

Mr. FLEMING: You are satisfied, in the absence of any definition in the 
ieee Act, to have ‘‘fee” construed as designating what are called fees in other 

cts. 

Mr. Henry: It is possible that in some other Act it might not be called a fee. 
It might say that a charge is payable for a certain thing, but, in effect, it would 
be a fee. I do not think there is too much trouble in finding out what a fee 
means, and therefore, we did not think it was necessary to define it. 

Mr. FLEMING: I do not think I can share your confidence. It is important in 
statutes of this kind, when you get onto words like “‘taxes”, ‘‘fees’’, and “‘imposts’’, 
that they should not be susceptible of ambiguity or a variety of interpretations. 

Mr. Henry: That is true, but we had a fairly full discussion with the 
drafting people in the course of setting this section up as to whether we should 
define ‘‘fee”, and the consensus was that it was sufficiently clear to stand on its 
own feet, but the other two had to be in there because, in essence, they had been 
defined in the present Act. 

Mr. FLEMING: I hope you are right. 

Mr. MAcDONNELL: What is the meaning of subsection (6), goods being lost 
or destroyed? 

The CHAIRMAN: Where do you find that? 

Mr. MacDONNELL: Subsection (6) of section 22. 

“No tax paid to His Majesty on any goods shall be remitted by 


reason as only that after the payment of the tax and after release from 
the control of customs of excise officers, the goods were lost or destroyed.” 


Mr. CLARK: That is pretty much the corresponding section in the present 
Act, except that it is not clear in the present Act that the loss or destruction 
involved must occur after the release from control of the customs or excise 
officers. Presumably the goods might be burned or destroyed in some way or 
other. A person bringing in the goods might come back to the department and 
put a compassionate case, let us say, for remission, 
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| Mr. MACDONNELL: But this legislation does not deal with compassionate 
eases, surely? 
Mr. CuarK: No, but this is a clause that has been in the law for a long 
time and this just makes it clear that this will apply henceforth—that no tax 
paid to His Majesty on any goods shall be remitted by reason only that after 
payment of the tax and after release from the control of see aaa or excise 
officers, the goods were lost or destroyed. 
: Mr. MaAcpDoNNELL: If you had said “after payment of the tax and before 
release’’, I would understand it. 

Mr. CLARK: Well, the tax should be paid back in that case, but this is to 
prohibit the Governor in Council providing for a remission after the goods had 
been released into the importer’s hands. 


Mr. Setuar: I might illustrate this a little, because you have been talking 
about taxes. I imagine the departmental ace will tell you this provision 
originated at the request of National Revenue. When malt and various things 
are taken into the breweries, they go in under bond, and duty is paid, but all is 
“not made into beverages, some of it goes into vinegar and some of it goes to 
waste; this is while it is under the control of the department. There is no risk 
of double duty being paid as long as it is inside, but the problem they faced in 
the past—I will give you a specific case on which I made a report to this com- 
mittee two or three years ago. A company imported a very special item in the 
form of strips of copper. I think they were imported to make a special boiler 
in connection with a pulp manufacturing apparatus, and in handling it they cut 
it the wrong way and it became useless, and they had to bring in another one 
from the United States. They asked for remission of the duty on the one they 
brought in and spoiled themselves. Now, this eliminates that sort of thingunelt 
is essentially in connection with the operation of the distilleries and breweries, 
that is what the National Revenue is after, because double taxation was resulting 
under the old plan. 

Mr. Futton: May I ask Mr. Clark what is the purpose, the effect of sub- . 
section (5)—making it take effect as though it had been granted after it has 
been paid in full? 

Mr. Henry: The only effect of that is to make it clear that all liability at 
any time incurred by the person to whom the remission is made has been dis- 
charged. It is really just a carrying out of the suggestion that once His Majesty 
has exercised the prerogative of remission, if you are to relate that to an offence, 
the offence would be deemed never to have been committed. This is not quite 
couched in those terms but. that is the principle. 

Mr. FuLTON: Just to make sure I understand this, it is as though a tax 
which otherwise had been due and payable were remitted before payment, the 
. effect of which is to make it as though it had been paid. 

Mr. Henry: Yes, that would be one example. Your example would be 
correct. It would be deemed to have been paid and paid back. The idea of 
remission is to forgive the offence or to suspend the penalty. 

Mr. FuLtTon: I can see the purpose in that aspect. Let me ask you this: 
Does that ever give rise to other complications? 

Mr. Henry: No, I do not think it does because the Act in its present form 
is quite clearly drafted to indicate that the person is deemed not to have 
incurred a penalty, or to have become liable to make payment. He is com- 
pletely discharged, so there is no possibility of recovering that debt from him 
again. 

The CHAIRMAN: Does section 22 carry? 

Carried. 
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Does section 23 carry? 


23. (1) The Governor in Council, on the recommendation of the 
Treasury Board, may, if he considers it in the public interest, extinguish, 
or delete from the accounts without extinguishing, in whole or in part, 
ahy obligation or debt due to His Majesty or any claim by His Majesty, 
(a) that does not exceed one hundred dollars and has been outstanding 

for five years or more, or 
(b) that does not exceed one thousand dollars and has been outstanding 

for ten vears or more. 


| (2) The obligations, debts and claims deleted from the accounts or 
extinguished under this section shall be reported in the Public Accounts. 


Mr. WRIGHT: Subsection (b): there is a remission of $1,000 or more granted 
under this section, and it will be reported to the House of Commons through 
_ the public accounts. I noticed in the public accounts this year that there are 
some fairly heavy remissions for certain oil companies, amounting to several 
hundreds of thousands of dollars. Is that for equipment which is brought in ° 
for drilling purposes? 


The CHAIRMAN: The public accounts are referred to us and I think at the 
next session we can go into them thoroughly. 


Normally the public accounts would come to us in January or February. 
I do not mind any question which touches on a matter of principle dealing with 
the Act but would not like to accept questions that concern public accounts 
until we have concluded our study of Bill 25. 


Mr. SIncLarr: That is the reason for bringing them in and sending them 
back. They pay 1/60 of the duty for each month. And if they are in, let us 
say, for five months, they will pay 5/60, and then back they go. 


The CHAIRMAN: If I allow questions concerning details of the public 
accounts to be asked at this moment, we will never finish with this bill, which 
is our important order of business at the moment. 


Mr. FRASER: In section 23, how much is outstanding now, or have you any 
idea of it. 


Mr. CLARK: The amount involved up to 1940 was reported on by this com- 
mittee last year. As I said we intend to include an item in the estimates for 
the write-off of these debts next year. If you wish to have that information 
brought up to date I think we will have to get the figures worked up for you. 


Mr. MAcCDONNELL: I would not suggest any increase of power to the 
executive at all, but it does seem to me that $100 in subsection (a) is a very 
small amount. : 


Mr. Stncuair: I think $500 was the recommendation of our committee, 
was it not? 


The CHAIRMAN: Yes. 


Mr. CAvEerRS: Where the obligation ‘‘does not exceed one thousand dollars’’, 
what is the purpose of the limitation? 


Mr. MAcDONNELL: That was done by the committee. 
The CHAIRMAN: I think the committee last year recommended ‘‘from $500.” 
Mr. FRASER: $500 was recommended, I believe, last year. 


Mr. FLEMING: I have been wondering about some of these amounts and 
also about the purpose. There is no provision for ever writing-off or extinguish- 
ing the debts which exceed $1,000. 


Mr. CLARK: We would have to go back to parliament in such cases. 
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Mr. FLEMING: What we did last year was simply to write the debts off 
the books. They were not extinguished as debts which could be collected by 
_ the crown. There is no period of limitation operating against the crown. I 
wonder how the amount was arrived at here, and I wonder if there is any reason 
in particular for extinguishing rather than merely writing off the crown from 
_ the public accounts. 


Mr. MAcDONNELL: Your point is to get them off books? 


The CHAIRMAN: Yes, but I see Mr. Fleming’s point. Last year we did not 
mention at all extinguishing. We meant deleting from the books and it kept 
the possibility of the crown collecting at any time. We would delete them 
from the books but we would not extinguish the obligation of the debtor to 
pay at any time the government found there was a possibility to collect. The 
word “extinguish” did not come into it. 


Mr. FLEMING: This is a different thing altogether. It is one te to write 
them off in your accounts, but that does not extinguish the debts. I think that 
fact was clearly impressed on the committee last year when the proposal was 

_ made. 
| The CHAIRMAN: That is right. 


Mr. FLEMING: But this section does give the power to the Governor in 
Council to extinguish the debt. 


Mr. CLARK: That is why we kept the amount pretty small. é 
Mr. MAcDONNELL: Why do you want to extinguish it? 


Mr. SINCLAIR: Take the Earl of Selkirk’s account going back to 1823. What 
is the point of keeping that on our books? 


The CHAIRMAN: Delete them from our accounts entirely. JI remember the 
argument made was that it was cumbersome for the treasury officials and the 
Department of Finance officials to carry these items on the books and to review 
them periodically. On the other hand, if we extinguish all these things entirely, 
a man is not held any more to account. 


Mr. Henry: In answer to Mr. Macdonnell’s question, the government is 
under a certain obligation or has always been so considered by the Department 
of Justice to continue to endeavour to collect a debt outstanding and it may 
sometimes be difficult because the debtor is impecunious. In the ordinary case 
of the private debtor who is indebted to another private citizen, he is able to 
take advantage of the statute of limitations, and the time within which he can 
get off free is six years or 20 years, according to the way the Act reads for that 
particular type of debt. But this does not apply to these debts, and there is an 
obligation to continue to review them to determine the possibility of recovery. 
This secion is in the Act, in the first place, to permit the administration to stop 
making efforts to collect the debt if it is classed as uncollectable, and secondly 
to give the citizen to a very limited extent, the same sort of advantage he 
might have if he were indebted to a private citizen, by letting him off after a 
certain length of time if he cannot pay. 


Mr. FLEMING: That was the reason given to us last year for allowing the 
crown to write certain accounts off the books. But it seems to me that is no 
justification for extinguishing them. All the statute says is that claims which 
are uncollected after a given period of time should be written-off. Surely 
this is extraordinary legislation for parliament to enact, to give power to the 
Governor in Council to extinguish these debts, and it strikes me that there is 
no case made out yet for extinguishing claims owing to the crown. 


Mr. FULTON: Suppose you do not have the word ‘“‘extinguish’’. 


The CHAIRMAN: That is the main purpose of Mr. Fleming’s suggestion. 
Take out the word “extinguish’’. 
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Mr. Futon: If you do not have the word “extinguish” in there, do you 
think it is proper to suggest that you could increase the limits along the line 
of Mr. Macdonnell’s remarks, because you would not actually be extinguishing 
those obligations, but merely writing them off the books. Is there any point 
to it? Does it become important to take away the word “extinguish,” or do 
you suggest that we could increase the amount of the write-off? 

Mr. CLARK: I think we would be prepared to drop the word “extinguish,” 
upon condition that we would not be called upon to collect, or to try to collect. 

Mr. MAcDONNELL: Is that any clearer? I ask you whether the phrase 
“delete from the accounts without extinguishing’? would meet the present 
problem? I suggest we leave it with Mr. Henry the thought in mind that 


we are going to forgive these fellows out of the goodness of our hearts. I~ 


understand that was his argument. 

Mr. CLARK: We asked Justice for a careful consideration of this point 
to indicate what the duty of the Department of Finance and other departments 
would be if these were not extinguished. My impression is that Justice felt 
there was a continuing duty for us to follow up, and for the department to 
follow up, if we do not extinguish them altogether. I would ask Mr. Henry to 
say whether that is so or not? p 

Mr. MacpDONNELL: Did you ask them to find an apt word which would 
erelieve you, because you really should be relieved? 

Mr. FuLToN: How can you follow them up if they are not still on the 
books? You would not know about them. 

Mr. CLARK: Oh, there are records in the various departments, memoranda 
on records. 

The CHAIRMAN: You mean the books. What we intended last year was 
that they be deleted as collected assets but that they be not extinguished. 

Mr. FULTON: Yes. 

Mr. Magsor: In this case you have to do one thing or the other. You do 
not have to do both. You have either to ask to extinguish or to delete. 

Mr. CLARK: On the assumption that there is no continuing obligation to 
BENG a department follow up on such accounts, we could delete “extinguish 
or” in the third line; in the eleventh line we could delete “or extinguish”, and 
then raise $100 to $500: also in the fourth line we could delete “without 
extinguishing”’. 

Mr. BoIsveRT: Why not let the section stand, Mr. Chairman? 

The CHAIRMAN: We are dealing so well with it now, why can we not 
get rid of it? We will have so much to do tomorrow. But I am in the hands 
of the committee. 

Mr. FLEMING: If that is agreeable to Dr. Clark and Mr. Henry, I think we 
should proceed. In line 3 I think we should take out “extinguishing or”, and 
sO on. 

The CHAIRMAN: We cannot have any better authority than the deputy 
minister and his legal adviser. I know they are not the Governor in Council, 
but if they accept it, I think we can go on. 

Mr. Cuark: And change one to five in line 6. 


Mr. BROWNE: In subsection 2, the obligations, debts, and claims deleted 


means those obligations, debts and claims which are deleted in the current fiscal 


year which is under review? 
Mr. CLARK: That is right. 


Mr. MacDoNnnELL: I do not think that is clear at all. You might have to 
do it every year under that proviso. 
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Mr. FLEMING: Put the word “annual” in there. 
Mr. MAcDONNELL: Is that what you intend? Do you intend to deal with 


it every year? 


Mr. CLARK: No, just once, during the year. 


Mr. HENRY: What we are trying to do is to say that when you do delete 
it, the debt or account will be reported in the public accounts for that year. 


The CHAIRMAN: We might include after the word “delete” the words 


“deleted in the current year’’. 


Mr. FLEMING: Would it not suffice if you simply inserted the word 
‘annually’’? 

Mr. Fuuton: Or put it in the public accounts for the year in which it 
is deleted? 

Mr. Henry: Or say that if the obligation were deleted from the public 
accounts in any es year, it would be reported in the public accounts for 
that year. 

Mr. MACDONNELL: Let us leave it to Mr. Henry. 

The CHAIRMAN: Shall the clause carry with the amendment? That is, 
except where we leave it to Mr. Henry to give to the clerk the exact wording 
of subsection (2), to the effect that the obligations, debts and claims deleted 
from the public accounts during any year shall be reported in the Public 
Accounts for that year. 

Now, we have reached part 3 “Public Disbursements”. Part 3 includes 


items 24 to 40. Are there any questions on item 24? 


PART III. 
PUBLIC DISBURSEMENTS. 


24. Subject to the British North America Acts, 1867 to 1951, no 
payments shall be made out of the Consolidated Revenue Fund without 
the authority of parliament. 

Mr. FULTON: I would like to ask Mr. Henry, Rea! whether it is quite 
clear that the authority of parliament is interpreted as including the authority 
of this statute and not to mean an authority which must be obtained each time 
that payment is made. 


Mr. HENRY: Yes, sir. All the section says is that ‘tno payments shall be 
made out of the consolidated revenue fund without the authority of parliament.” 
That means that every time the comptroller is asked to issue a cheque he has, 
in some way, to relate that cheque issue to a statute. It could be a continuing 
statute such as this one in which there are a number of appropriations, or it 
could be an item in the estimates or a statute such as the “Trans-Canada High- 


way Act” which says you can make payments for a period of seven years. 


Mr. FULTON: “The authority of parliament” would include the authority, 
let us say, of section 20 of this Act? 


Mr. ASHBOURNE: It says subject to the Briich North America Act. Are 
there any particular exceptions? 


Mr. Henry: The only reason that was put in is: that in the B.N.A. Act, in 
section 102 and following, the general consolidated revenue fund is set up. In 
that group of sections there are certain charges on the fund. I might give you 
one example. Section 103 says that the consolidated revenue fund of Canada 
shall be permanently charged with the costs, charges, and expenses incident to 
the collection, management, and receipt thereof, and the same shall form the 
first charge thereon, subject to be reviewed and audited in such manner as 
shall be ordered by the Governor General in Council until the parliament 
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otherwise provides. Section 104 deals with certain interest on provincial and 
public debts of some of the previous provinces such as Nova Scotia and the 


province of Canada. Section 105 makes the salary of the Governor General a j 
charge upon the consolidated revenue fund. Now, in giving a legal inter- — 


pretation of those sections it is not clear whether it was intended that Parlia- 
ment should appropriate such payments as, say, salary of the Governor General 


or whether the B.N.A. Act itself was to be the only authority. If the latter, 4 


we wanted it to be clear that parliament is not required to make an additional 
appropriation for something which is already authorized by the B.N.A. Act. The 
principle is that if it is set out in the B.N.A. Act, payment does not require to 
be made on the further authority of parliament. Is that clear? 


Mr. FLEMING: That is the principle set out there. 


Mr. HENRY: The principle is that authority for payment is contained in the 


statute and you will see that if you will look at sections 103, 104 and 105 of the 
British North America Act. We wanted to be sure that we did not conflict with 
that in this Act. 

The CHAIRMAN: Shall section 24 carry? 


Carried. 


Section 25: 
25. All estimates of expenditures submitted to Parliament shall be 
for the services coming in course of payment during the fiscal year. | 


Mr. MACDONNELL: In section 25, “‘coming in course of payment’, sounds 
awfully like just a collection of words. Could we have it defined a little more 
exactly? I think I know what it means. They are somewhat unusual words, 
unless they are usual in your terminology. 

Mr. BAuus: Well, Mr. Chairman, this is a re-enactment I think word for 
word of the provisions in the present Consolidated Revenue and Audit Act. 
Our present section 3 of the Consolidated Revenue and Audit Act reads: all 
estimates of expenditures submitted to parliament shall be for the services 
coming in course of payment during the fiscal year. 

Mr. MacDONNELL: Is there anything which arises there in connection with 
payments which are allowed by the Department of National Defence? 

Mr. BALLS: Those are cash payments out of appropriations. 

The CHAIRMAN: Shall section 25 carry? 


Carried. 


Section 26? 
26. Where an appropriation is made for any purpose in any Act of 


Parliament for granting to His Majesty any sum of money to defray 


expenses of the public service for a fiscal year, no payment shall be 
made pursuant to that appropriation out of the Consolidated Revenue 
Fund unless a warrant, prepared on the order of the Governor in Council, 
has been signed by the Governor General authorizing expenditures to be 
charged against the appropriation, but no payments in excess of the 
amount of expenditures so authorized shall be made. 


Mr. FLEMING: Mr. Chairman, I have a question on section 26. In section 
24 we provide in effect that no payment shall be made out of consolidated 
revenue fund without the authority of parliament. Suppose the government 
dissolved parliament without parliament having made provision by way of 
appropriation Act for meeting the ordinary current expenses of the government 
for the six months, or the ensuing period of time before parliament could meet 
again after the next general election, how far can the Governor in Council go 
under section 26 in meeting these current expenses on Governor General’s 
warrant? 


. 
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Mr. BALLs: Mr. Chairman, section 26 does not deal with special warrants 
- of the Governor General, it is section 28 which covers urgent expenditures not 
provided for. Section 28 does give the authority to the Governor in Council 
to authorize payments of that nature, to cover not only the urgent outlay for 
repair which may require to be made to a public building which had been 
damaged or destroyed, but also the outlay necessary for the carrying on of the 
public service in the event that parliament has not made appropriation for 
that service prior to dissolution. 

Mr. FLEMING: Well, section 28 embodies new subsections 3 and 4. 

Mr. BALLS: Yes. 

Mr. FuLton: Mr. Chairman, could someone explain the history of section 
26? Mr. Henry has just said that every time the comptroller signs a cheque 
he has to relate it to the authority of parliament. I was under the impression 
that the Governor in Council had the authority to authorize payment, providing 
the minister concerned was satisfied that there was authority for it. 

Mr. HENRY: In answer to Mr. Fulton’s question, I might say that this is 
really a question of preserving the constitutional position which has been in 
effect, well, as long as one can recall. Under this Act parliament has the control 
of all matters of supply. Parliament grants to His Majesty certain sums of 
money for the carrying out of the government services which His Majesty is 
required to carry out. And now. the grant of funds is to the Crown. If you 
will look at your Appropriation Act you will see that it is in those terms: it is 
a bill for the granting of certain sums of money to His Majesty. Now, the grant 
being to His Majesty, it should be released to various administrative officers 
of His Majesty. The only reason for that wording being in there is to preserve 
the situation in its proper aspect. His Majesty must then say to the minister 
of Finance: you may spend the money for these purposes. 

Mr. Futon: Then, how does it work out in practice? May I ask whether 
it has been the practice to have the approval of the Governor in Council with 
respect to each item, or how does it work in practice? 

Mr. CLARK: It is an order in council and has to have the approval of the 
Governor in Council as a whole. 

Mr. MACDONNELL: Does he have to approve of each particular item? 

Mr. CLARK: No. 

Mr. FuLToON: It does not mean that he has to check each individual item, 
it means large bulk sums, does: it not? 

Mr. CLARK: Yes. 

Mr. FuLtToN: Then the minister of the department can spend that in his 
discretion. 

Mr. Srnciair: In the way it has been voted in the estimates. 

The CHAIRMAN: Shall section 26 carry? 

Carried. 


Section 27: 

27. Where a guarantee has been given under the authority of 
Parliament by or on behalf of His Majesty for the payment of any debt 
or obligation, any amount required to be paid by the terms of the 
guarantee may,*subject to the Act sees aceas the guarantee, be paid 
out of the Consolidated Revenue Fund. 


Mr. WRIGHT: Could Mr. Henry give us an example of what guarantees 
would be paid under this section? * 

Mr. HENRY: Well, sir, the only one that comes to my mind at the moment is 
the guarantee that may be made under the Export Credits Insurance Act. 
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Payment of such guarantees was provided for in that Act. But our thought was 


that in the future you might simply have a bill providing that His Majesty ; 
may authorize, that is, the Governor in Council may authorize the minister 
to guarantee certain loans or securities without actually mentioning that the q 


sums required to pay such guarantees may be paid out of the consolidated 
revenue fund. Now, that sort of thing may be omitted through an oversight, 


through somebody not thinking about it, and we thought it best to have it in | 


the Act so that wherever a guaranteeing authority is given in statute there will 
always be available the authority to pay off the obligation, if we are called 
upon to do so. 

Mr. MACDONNELL: What is the practice? In the event that the payment 
is found to be illegal is the minister responsible for payment of the guarantee? 

Mr. Henry: No sir. If you take the example I gave you with respect to 
the Export Credit Insurance Act—and a number of others— 

Mr. CLARK: For instance, there is the C.N.R. Financing and Guarantee Act, 
and the National Housing Act. 


Mr. Henry: All those Acts are in there, but it seems tidier to have it in the 
Financial Administration Act. 


The CHAIRMAN: Section 28? 


28. (1) Where an accident happens to any public work or building 
when Parliament is not in session and an expenditure for the repair or 
renewal thereof is urgently required, or where any other matter arises 
when Parliament is not in session in respect of which an expenditure not 
foreseen or provided for by Parliament is urgently required for the 
public good, the Governor in Council, upon the report of the Minister 
that there is no appropriation for the expenditure, and the report of the 
appropriate Minister that the expenditure is urgently required, may order 
a special warrant to be prepared to be signed by the Governor General 
authorizing the payment of the amount estimated to be required for such 
expenditure. 


(2) A special warrant issued pursuant to this section shall for the 


purposes of this Act be deemed to be an appropriation for the fiscal year | 


in which the warrant is issued. 

(3) Every warrant issued under this section shall be published in the 
Canada Gazette within thirty days after it is issued, and a statement 
showing all warrants issued under this section and the amounts thereof 
shall be laid by the Minister before the House of Commons within fifteen 
days after the commencement of the next ensuing session of Parliament. 


(4) For the purposes of this section Parliament shall be deemed to 
be not in session when it is under adjournment sine die or to a day more 
than two weeks after the day the accident happened or the other matter 
arose. 


Mr. FLEMING: Mr. Chairman, in view of the explanation given about Section 
28 I can hardly bear to leave that section without commenting that apparently 
never again, if this section is passed, will there be the spectacle of a general 
election fought over ithe constitutional issue of the right of the government to 
finance through Governor General’s warrant. Do you not think that will be a 
loss to history, Mr. Chairman? 


The CHAIRMAN: I think on the other hand that it is a requirement that 
should be included to foresee future events. 


Mr. GIBSON: It is easier for the public to understand. 
Mr. MACDONNELL: This is in the terms of the old section, is it? 
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Mr. CLARK: No, there are three or four sections which have been added. I 


_ called attention yesterday to them. Number 3 will require the Governor in 


Council to publish the warrant in the Canada Gazette within thirty days after 
the issue of a warrant. 

Mr. FuLton: Are they automatically reported upon in the public accounts? 

Mr. CLARK: In the estimates too each year they are brought before parlia- 
ment—added at the end of the supplementary estimates. 

The CHAIRMAN: Shall section 28 carry? 

Carried. | 


Are you agreeable to meet this afternoon at 3.30? 
Agreed. 
The meeting adjourned. 


AFTERNOON SESSION 


Committee resumed at 3.30 p.m. 


The CHAIRMAN: Gentlemen, we were about to consider clause 29, page 10, 
when we adjourned. On the other hand, we left clause 18 standing, so if it is 
your wish we may now go back to section 18 and see if we can get an agree- 
ment on it. Mr. Clark has, I think, a suggestion on this. 

Mr. CLARK: Mr. Chairman, I discussed this with our legal adviser and I 
mentioned it, also, to the minister briefly, and it would be O.K. from the depart- 
ment’s point of view if the words “by regulation” were inserted before the word 
“prescribe” in line 6 of the section. 

The CHAIRMAN: Does that meet with the approval of the members? 


Mr. FLEMING: That may be an improvement; it may not go the whole way 
that was suggested here this morning, but it is a substantial improvement. 


The CHAIRMAN: There is nothing like a good negotiated agreement. 
Mr. SINCLAIR: Will you read the section as it will now be, Mr. Clark? 
Mr. CLARK: Section 18 will read: 


Where a service is provided by His Majesty to any person and the 
Governor in Council is of opinion that the whole or part of the cost of 
the service should be borne by the person to whom it is provided, the 
Governor in Council may, subject to the provisions of any Act relating 
to that service, by regulation, prescribe the fee that may be charged for 
the service. 


The CHAIRMAN: Shall section 18 carry? 
Carried. 


Now, we are resuming the consideration of item 29. Are there any 
question on item 29, gentlemen? 


Carried. 


Shall section 30 carry? 


30. (1) No contract providing for the payment of any money by 
His Majesty shall be entered into or have any force or effect unless the 
Comptroller certifies that there is a sufficient unencumbered balance 
available out of an appropriation or out of an item included in Estimates 
before the House of Commons to discharge any commitments under 
such contract that would, under the provisions thereof, come in course: 
of payment during the fiscal year in which the contract was entered into. 
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(2) Every contract involving the payment of money by His Majesty — 
shall be submitted to the Comptroller as soon as it is made or entered 
into, unless the Comptroller certifies that he does not require it. 


(3) The Comptroller shall establish and maintain a record of all — 


-commitments chargeable to each appropriation. : | 

(4) Where the Comptroller is satisfied that an agreement was 
entered into in order to defray an immediate expenditure that, through 
accident to public property or other emergency, was necessary to protect 
such property or to provide for such emergency, he may issue his certifi- 
cate accordingly and thereupon the agreement is exempt from the 
operation of subsection one from the time the agreement was entered into. 


Mr. FLEMING: I have a question on section 30, subsection 2, Mr. Chairman, 
in connection with this new provision for submission to the comptroller of 
contracts involving payments of money. What does that new provision rise 
out of? | 


Mr.. McIntyre: While under subsection (1) the comptroller obviously 
receives contracts that involve expenditures in the current fiscal year, a 
contract that is entered into before the end of the fiscal year, but which does 
not involve a charge on the appropriation of that fiscal year, does not have to 
be certified, so subsection (2) is included to ensure that all contracts are filed 
with the comptroller unless other satisfactory arrangements are made. There 
are certain circumstances in the operating services where it is not convenient 
to duplicate your contract form so it will be on file, and in that case suitable 
extracts are made that are necessary for the comptroller to have in order 
to audit the account. 


Mr. FLEMING: To what extent will this involve a departure from existing 
practice? . 

Mr. McIntyre: It will not depart at all, because in existing practice the 
requirement under the present Act was broad enough that it compels me to > 
insist on that. | 

Mr. FLEMING: So you are simply législating in terms of the existing 
practice. 

The CHAIRMAN: Shall section 30 carry? 

Carried. 


Now, before we pass on to the next item, may I again express the wish 
stated this morning by the head reporter that all witnesses and members should 
speak a little louder. The questions and answers involved here are technical 
and one word missed may mean a lot for a reporter in transcribing his notes, 
and it is very important that we get accurate reporting of this committee. So, 
may I ask again as a great favour that everybody speak up, and slowly, 
especially when giving a list of statutes and laws, and so on, so that we will not 
miss anything. 


Now, we come to item 31. 

31. (1) No charge shall be made against an appropriation except 
upon the requisition of the appropriate Minister. of the department for 
which the appropriation was made, or by a person authorized by him in 
writing. 

(2) Every requisition for a payment out of the Consolidated Revenue 
Fund shall be in such form, accompanied by such documents and certified 
in such manner as the Comptroller may require. 
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(3) The Comptroller shall reject a requisition if he is of the opinion 
that the payment 


(a) would not be a lawful charge against. the appropriation, 
(b) would result in an expenditure in excess of the appropriation, or 
(c) would reduce the balance available in the appropriation so 
that it would not be sufficient to meet the commitments charged 
against it. 
(4) The Comptroller may transmit to the Treasury Board any 
requisition with respect to which he desires the direction of the Board, 
and the Board may order that payment be made or refused. 


(5) Where the Comptroller 


(a) decline to make a payment, 

(b) disallows an item in an account, or 

(c) refuses to give a certificate required by this Act, 

the appropriate Minister of the department concerned may report 
the circumstances to the Treasury Board for its decision, and the 
Board may confirm or overrule the action of the Comptroller and 
give such directions as are necessary to carry out its decision. 


(6) Whenever the Comptroller is of the opinion that a doubt exists 
as to the legality or otherwise of a proposed charge to an appropriation 
provided for the expenses of the Houses of Parliament or the Library 
of Parliament, he shall report forthwith to the Minister who shall draw 
the matter to the attention of the appropriate Select Standing Committee 
and it shall decide. 


(7) Where, in respect of any contract under which a cost audit is 
required to be made, the Comptroller reports that any costs or charges 
claimed by the contractor should not in the opinion of the Comptroller 
be allowed, such costs or charge shall not be allowed to the contractor 
unless the Treasury Board otherwise directs. 


Mr. FRASER: This, Mr. Chairman, I take it, refers to votes, is that right, 
where the department asks for the expenditure of money and, like in (c), for 


a certain item which, as it says here, would leave the balance so small that it 
would not be able to take care of the other commitments for the balance of the 
fiscal year. Is that what that means? 


tion. 


Mr. McINntTyRE: That is correct. 

The CHAIRMAN: Any other questions or comments on section 31? 
Shall the section carry? 

Carried. 


Now we come to item 382. 


32. No payment shall be made for the performance of work or the 
supply of goods, whether under contract or not, in connection with any 
part of the public service, unless, in addition to any other voucher or 
certificate that is required, the deputy of the appropriate Minister or 
other officer authorized by such Minister certifies 
(a) that the work has been performed or the material supplied or both, 

as the case may be, and that the price charged is according to con- 

tract, or if not specified by contract, is reasonable, or 

(b) where a payment is to be made before completion of the work or 
delivery of the goods, that the payment is in accordance with the 
eontract.: » 


Mr. FLEMING: A question on 32. You are adding (b) to the existing sec- 


Are you satisfied that this is going to ensure an adequate safeguard on 


contracts that involve progress payments? I point out that my question arises 
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out of an inquiry made by this committee in the year 1947, when we inquired 


into the Veterans Land Act administration in Windsor and elsewhere, and we © 
found in some cases that the progress payments had been made far in advance — 


‘of the progress of the work. 


The CHAIRMAN: You mean, they had not retained or kept back enough ~ 


money for contingencies? 


Mr. FLEMING: Yes, the payments were actually in advance of the work and, 
secondly, there had not been any hold-back, which is usually 15 or 20 per cent, 
and, further, in some cases the entire contract price had been advanced before 
the work was finished. 


The CHAIRMAN: I do not want to contradict you, but it was before the 
value of the work was certified. The work was finished, I thought, but had not 
been certified as being of good value, and it developed later it was in poor 
condition. 


Mr. FLEMING: I think it went further than that. We found some cases © 


where the full contract price had been advanced and there had been no com- 
pletion of the work. 


The CHAIRMAN: I do not recall that, but it may be so. 


Mr. FLEMING: I wonder if some attention has been given to tightening up 
a section like that so there will not be any recurrences of that type? 


Mr. McINTyYRE: We depend on the human element. The supervising 
enginéer or the supervising inspector is the one on which we must rely for a 
proper certificate of the value of the work done from time to time as progress 
is made. We urge in certifying that the value be more than has actually been 
incorporated into the job. I think it was a mistake not to have had a hold-back 
on those contracts, because one of the purposes of a hold-back is to ensure 
against that very thing, but on these smaller contracts, like the building of 
houses, the ease with which you can hold back 15 per cent and still make it 
possible for the contractor to continue on and do the work does not stack up 
the same as when you are dealing with a large construction firm. 


Mr. FLEMING: I can appreciate that, but the details of the administration 
are not before us today. The problem before us today is, whether thought has 
been given to making the language of this section just as tight as possible to 
facilitate a strict administration. 


Mr. McINtTyRE: I cannot see how we can legislate to cover an infrequency 
like I describe. If the officer charged with the responsibility does err in 
estimating too much value for work done, certainly we are going to pay out 
more in advance than we should. 


Mr. FLEMING: Is it possible for a payment to be made in a situation like © 


that without receiving the progress certificate by the inspector? 


Mr. McINTyRE: No, sir, all progress claims have to be supported by cer- 
tificates of inspecting officers. Taking our Public Works contracts, in every 
case the clerk of works, or whoever is charged with that responsibility on 
behalf of the department must certify, write his certificate on the progress 
claim before it will be accepted and paid. . 

The CHAIRMAN: Would you mind speaking a little louder, please? Shall 
section 32 carry? ; 


Carried. 


Section 33, shall the section carry? 


33. (1) Every payment pursuant to an appropriation, except a pay- 
ment made under subsection two, shall be made under the direction and 
control of the Comptroller by cheque drawn on the account of the 
Receiver General or other instrument, in such form and authenticated in 
such manner as the Treasury Board directs. 
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(2) Where an instrument issued under subsection one is presented 
by a bank to the Receiver General for payment, the Receiver General, 
or an officer authorized by him, may pay the instrument out of the 

- Consolidated Revenue Fund. 


Mr. FRASER: Well, it says, “by cheque drawn on the account of the 
‘Receiver General or other instrument—’; what do they mean by that ‘other 
instrument”? You do not have drafts drawn, do you? 

Mr. McINTYRE: We sometimes use what they call warrants. An example 
of the use of a warrant is where it has been used in the payment of hog 
premiums to facilitate the handling of those small transactions. The warrants 
are right in the plant by the inspector of agriculture and then are subsequently 
redeemed on the strength of a certificate and it goes direct to us. These war- 
rants are cashed in the bank after being sent out to the farmer and we redeem 
them and reconcile them with the certified copies. 


Shall the Section carry? 
Carried. 


The CHAIRMAN: Sections No. 34 and No. 35, shall they carry? 
Carried. 


No. 36. 

36. (1) The Treasury Board may make regulations authorizing the 
making of accountable advances chargeable to the appropriation for 
the service in respect of which the advance is made. ; 

(2) An advance for which an accounting has not been made at 
the termination of the fiscal year in which it was made shall be repaid 
or accounted for within thirty days thereafter or within additional 
number of days, not exceeding thirty, as the Comptroller may fix in 
any particular case or class of case. 

(3) The Comptroller may recover any accountable advance or 
any portion thereof that is not repaid or accounted for as required by 
subsection two out of any moneys payable by His Majesty to the person 
‘to whom the advance was made. 

(4) Every accountable advance that is not repaid or accounted 
for as required by this section shall be reported in the Public Accounts. 


Mr. FLEMING: In subsection 1, Mr. Chairman, may I ask what type of 
regulation is contemplated here, made by the Treasury Board’? This is a new 
clause. . 


Mr. Bryce: Well I would say regulating the, purposes for which 
accountable advances might be made and the nature and detailed form of 
accounting to be made for them. We have, of course, elaborate regulations as 
to the substance, for example, of travelling expense claims which are really 
separate from this. These would be regulations, as I visualize them, stating 
under what circumstances accountable advances may be made, whether for 
travel, for removal purposes or as in the case of certain officers being sent 
abroad who may require special clothing for work in tropical climates and 
they may be given an advance there which is recoverable from their allow- 
ance—things of that sort, and as I would visualize it these regulations would 
cover the purposes and the nature of the accounting for them. 


Mr. FLEMING: There may be a point in subsection 4, Mr. Chairman, which 
is quite similar to that raised this morning in another section, one providing 
that the report in the account shall be in the year of the advance and this 
question of making the report correspond with the year in which the advance 
was made. It is just a question of draftsmanship. No doubt the intention is 
clear. 
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Mr. Bryce: Would it not be an advantage here to have recorded an 


advance that is outstanding even though it had been made in a previous year? 
Mr. FLeEmInNG: Is that the intention here? 


Mr. Bryce: As I understand it, it was the ones that were still outstand- ; 


ing. 


Mr. McIntyre: If we have an advance which was reported, say, in a 


previous year and still remains unaccounted at the end of the succeeding year 
it also remains unreported. 
Mr. FLEMING: Well, if that is the intention— 
Mr. McIntyre: Not just confining the advance to that made in that year. 
Mr. WRIGHT: In subsection 3 it states: 


The comptroller may recover any accountable advance or any por- | 


tion thereof that is not repaid or accounted for as required by sub- 


section 2 out of any moneys payable by His Majesty to the person to — 


whom the advance was made. 


Would that apply in the case of a returned man who is building his own home 
under the Veterans’ Land Act and who had got advances? Could that be 
taken out of his pension? 


Mr. McIntyrE: I think I am correct, Mr. Wright, in saying that we are 
not free to make recoveries from government pensions. 


Mr. WRIGHT: This would not override that provision in the Pensions Act? 
Mr. McINTYRE: No, sir. 
Mr. WRIGHT: Would it be recoverable out of old age pensions? 


Mr. McINtTyrE: Now, I have not been faced with that problem yet, but I 
should think it would under the legislation as I see it. 


The CHAIRMAN: Could we get a definite answer on that? Is it recover- 
able? 

Mr. Henry: Yes, I believe it would be recoverable from the old age 
security pension. 

Mr. WRIGHT: Children’s allowance? 

Mr. Henry: Yes. 

Mr. HARKNESS: Or family allowance? 

The CHAIRMAN: Shall the section carry? 

Mr. WRIGHT: It seems to me that is going pretty far. 

The CHAIRMAN: Especially if deducted from the children’s allowance. 

Mr. SincLair: You cannot do anything with family allowances, can you? 

Mr. WRIGHT: Well, they have just said they could. 

The CHAIRMAN: I cannot see the good in that policy. Could we get an 
answer for the record, please? 

Mr. HARKNESS: That is what he said. 

The CHAIRMAN: Could we get an answer to Mr. Wright’s question? 

Mr. Henry: The answer to Mr. Wright’s question is yes but you must 
bear in mind that the children’s allowance is paid to the mother and it is not 
likely that the mother would have an advance from the Treasury. 


Mr. WricHT: Is not the husband’s debt a part of the debt of the mother 
in some provinces? 


Mr. Henry: No. If the husband received an advance you cannot recover 


it out of something that is payable to his wife. 


Mr. SINCLAIR: But even more than that isn’t the allowance paid to the 
mother on account of the children? 
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-. Mr. Fteminc: For the benefit of the children. 
Mr. Sincuair: For the maintenance and benefit of the children. 
Mr. WRIGHT: But it is recoverable out of old age security? 


Mr. Henry: Yes, sir, if the person who gets the old age security is the 
one who received the advance and did not repay it. 


Mr. RicHarp (Ottawa East): I always understood that all those payments 
were inviolate, that you could not touch them, and I think that was the whole 
purpose when that legislation was made by parliament—that no one would 
ever touch them, either an old age pension or the family allowance. 


Mr. FLEMING: The legislation so provides. 


Mr. BLuE: There was provision made in the Act for that just a year 
‘or SO ago. # 


The CHAIRMAN: Does it carry? 
Carried. 


Mr. WricHT: Under protest if it carries. 


Mr. FLEMING: There is no suggestion of over-riding the provisions of 
those Acts which have been referred to, that the payments are not subject 
_ to attachment or garnishee? 


Mr. BoIsvErT: But if the payment is made to someone else who is not 
entitled, I think the government is entitled to recover. 


Mr. FLEMING: Oh, yes. 


Mr. BOISVERT: But the ones who are entitled to get the payments I under- 
stood from the Act there will be no recovery from them? 


Mr. FLEMING: The Act so provides. 


The CHAIRMAN: Then, let us get it cleared up. Can we or can we not 
recover ‘it from old age pension cheques or from family allowance cheques; 
we would like to know for the record? 


Mr. HENRY: Subject to my looking up those two Acts again to make sure 
they are not worded in any other way, I would say the recoveries can be 
made because those provisions to which Mr. Fleming refers, delate to garnishee 
and attachment proceedings. That is not what is referred to in the Debts 
due to the Crown Act. That Act can be applied even though garnishee 
proceedings cannot be taken. But I will look and make sure and report 
back. 


Mr. WRIGHT: The point I want to raise, too, is if the Old Age Pension 
Act or the Family Allowance Act were amended, which would be the over- 
riding ‘Act—this one or the amendment which might be made in those Acts 
to guarantee that those funds could not be taken? 


Mr. HENRY: Well, sir, the general principle is that if you have a general 
Act and a particular statute standing beside it, the general one dealing with 
general matters such as this one does, and the particular statute dealing with 
a particular type of payment such as the Old Age Pension Act, then the 
provisions in the particular Act would override the general Act. 

If it was expressly stated there would be no doubt about it. You do 
have difficulty sometimes where the wording is not too clear, but if the 
particular Act were to say that the debts due to the Crown Act do not apply 
to a payment made under that Act, then you cannot recover under the debts 
due to the Crown Act. 


Mr. WricHT: Then, the proper proceeding would be if parliament wanted 
to protect those two particular groups would be to bring in amendments to 
those Acts rather than to try to recover them in this? 
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Mr. Henry: That is right. We find such a provision as that under the War 
Service Grants Act. If I remember correctly, you could not recover out of the 
veteran’s gratuity—you could not recover a debt owing for taxes or something 
like that. 

Mr. RicHarpD (Ottawa East): I suggest that you read Mr. Martin’s speech 
when he introduced that amendment, where he said nobody would be able to 
touch it. } 

Mr. WricHT: But his speech is not law. 

The CHAIRMAN: Shall section 36 carry? 

Carried. 


The CHAIRMAN: Shall we agree on section 37? 
Carried. 


Section 38? 


38. It is a term of every contract providing for the payment of any 
money by His Majesty that payment thereunder is subject to there being 
an appropriation for the particular service for the fiscal year in which 
any commitment thereunder would come in course of payment. 


Mr. FLEMING: A question on 38, Mr. Chairman. I can see the desirability 
of a provision like this from the point of view of maintaining parliamentary 
control over expenditure, but I am wondering how it is going to affect the 
rights of private persons contracting with the Crown. Now, this seems to say 
that even though it is not made an express term of a contract entered into by 
the Crown with a private person, nevertheless, by this legislation a term is 
imported into that contract which might work very seriously to the disadvan- 
tage of that person if he did not have the good fortune to be aware of the law. 
It may not be that that is the intention of the Act, but it seems to me that that 
is a consequence that might flow from it. 


Mr. Henry: In answer to Mr. Fleming’s question, I might say that the 


purpose of this section is to prevent payments a roundabout way, as by the 


judgment of a court, that could not be made under the provisions of the Supply 
Act which has released the money to the Crown. 

If I might give you an example. It is possible that you might have a valid 
contract entered into by a minister under the proper authority to do a certain 
work, but that parliament, for its own reasons, had refused to vote the supply 
for that service; in other words, they had removed the item from the estimates; 
and if the contract is valid it would be possible without this provision for the 
contractor to proceed in the Exchequer Court against the Crown and obtain a 
judgment for the amount that is owing to him. In that case the Crown would 
have to pay the judgment out of unappropriated money whether there is any 
specific money voted for that service or not. The purpose of this amendment 
is to obviate that; in other words, it is a parliamentary control of the money 
so that a person cannot go to the court and get money which parliament has 
deprived the minister of the power of paying without going to court. 


Mr. CAMPNEY: Why should not parliament deal with the minister and not 
with the third party? If a man gets a judgment from a court of record, the 
Exchequer Court, somebody ought to be liable on the judgment. 


Mr. HENRY: I might say that the practice in England is something like this, 


that they provide in their annual payments an amount to meet judgments, . 


whereas we have a provision which says you may always pay a judgment of the 
Exchequer Court, but it is not a matter of disciplining the minister because 
if the minister has instructions from His Majesty to enter into a contract, that 
contract is valid because His Majesty is the principal as some of you might be 
a principal and His Majesty’s representative is his agent as in the case of a 
minister entering into a contract on behalf of the Crown and you cannot destroy 
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- that because it is a fundamental principle, but what you do is to say that if a 
contract is entered into and parliament does not wish money to be spent for 
that purpose, then it is a term of that contract that no payment is to be made 
unless the supply is voted, so that the contractor cannot get his judgment 
because the Exchequer Court will have to say that there is nothing payable. 
f Mr. CAMPNEyY: Is that put in all contracts? 
Mr. HENRY: No, it is giving the term to every contract by this bill. 
Mr. CAMPNEY: But what contractor would know that? 
Mr. Bryce: I think it is a normal term in-almost every contract. 


Mr. Henry: I think most contractors are familiar with it. This is merely 
a present. condition. 


® Mr. FLEMING: This is the sort of thing which, if it is to be the law or is 
to be a term of the contract, ought to be written into the contract. It seems 
to me there cannot be any objection to that term if it is written into the contract 
in every case, but I have a very strong aversion in respect of legislation which 
simply takes every government contract and says whether there is such a 
clause in it or not it will be deemed that this clause is written in there, whether 
people contracting with the government know anything about it or not. 

I am just wondering and Mr. Campney, apparently, is too, about the 
words, “it is a term of every contract”. Now, we want first to see, it is true, 
all parliamentary control over expenditures strictly maintained, and we do 
not want to set up anything that will permit it to be circumvented in any way, 
but why do we have to choose a means which involves writing into contracts 
between His Majesty and His contractors provisions that are not written in? 


Mr. CAMPNEY: This could be covered if a department entering into 


The CHAIRMAN: Mr. Bryce will answer the question. 
contracts were required and put the clause in? 

Mr. Bryce: Might I say this matter has come up a number of other times. 
I have been informed by lawyers that this is in fact a condition under the 
common law normally in regard to contracts, but it can be overcome through 
suit in the Exchequer Court. Now, Mr. Henry could speak better to that, 
but one of the reasons that it was suggested here was to make quite clear to 
contractors that there was that sort of doctrine applicable. 


Mr. WRIGHT: Should not we make it then: 
“There shall be a term in every contract providing for the pay- 
MeN py es 


The CHAIRMAN: I think it would be more ean to all the contractors that 
it should be included in every contract. 


Mr. WricHT: If that were amended to read: 
“There shall be a term in every contract providing for the pay- 
mente; ¢! 


Mr. FLueEmMiInG: Put the onus on the man who writes the contract. 


Mr. Bryce: Might I say a word on that? The problem I can see in that is, 
where the Crown becomes party to small contracts in a normal commercial 
form, an offer for sale, or something of that kind, where the Crown does not 
draw up the form of the contract and in that case the Crown may by entering 
into it simply be accepting the normal terms that the seller offers. 


Mr. McIntyre may be able to speak better than.I on that; he has seen more 
contracts than I have, but I think that is frequently the case, and to put the 
clause in that form might make it exceedingly awkward for us to engage in 
ordinary small contracts in the usual form. 

_ Mr. FLeming: That disquiets me all the more. If it appears that there 
are many contracts written in such form that the clause is not being expressly 
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inserted that indicates how many more contracts there are going to be where a 
by this legislation; we are importing a term which is not known to the con- ~ 


tracting party at the time. 


The CHAIRMAN: I also feel that every contractor who would enter bona a 
fide into a contract with the government will not necessarily have been ~ 
cognizant of this article and might suffer prejudice himself if the court decides — 
that he is right, so I am inclined to believe it is slightly arbitrary myself. a 


Mr. FuuttTon: I would be interested in knowing whether there have ever q 
actually been cases of contractors entering into contracts, doing the work in — 
advance of an item of payment and then finding parliament refuses to authorize — 
payment for the work. Have you ever had cases like that? In the event of 
passing an Act in parliament refusing, have you ever had a case approaching ® ; 
that? A 


Mr. McIntTyRE: Not to my knowledge. 


Mr. CLARK: Mr. Chairman, I suggest that you let this stand and we will 
consider it with the minister and the legal officers again. 


The CHAIRMAN: No. 38 will stand. Section 39. = 

39. The Governor in Council may make regulations with respect 

to the conditions under which contracts may be entered into and not- 
withstanding any other Act, ; 

(a) may direct that no contract by the terms of which payments are 
required in excess of such amount or amounts as the Governor .in 
Council may prescribe shall be entered into or have any force or 
effect unless entry into the contract has been approved by the 
Governor in Council or the Treasury Board, and 

(6b) may make regulations with respect to the security to be given to 
and in the name of His Majesty to secure the due performance of 
contracts. 


Mr. FRASER: Well, this would:deal, Mr. Chairman, mostly with the Depart- 
ment of Public Works, wouldn’t it? 


The CHAIRMAN: Yes. It is related to a section that is contained in the 
new Public Works Act. | 


‘Mr. Bryce: Not necessarily within Public Works but many departments. — 
Mr. FRASER: But mostly with the Public Works Department? | 


Mr. Bryce: Oh, the Department of Transport and Defence Production— 
there are a great many departments now who have works contracts of one 
sort or another. 


Mr. RicHARD (Ottawa East): This will be notwithstanding those Acts? 
Whatever the Public Works. Act says this could override it? 


Mr. Bryce: The authority to override other Acts only relates, sir, to 
subsections (a) and (b) requiring a contract of a certain size to be seen by 
the Governor in Council of the Treasury Board and, secondly, the making of 
regulations with respect to the security to be given in regard to contracts. 
It is only in those two respects that it overrides ‘any other Act. 

Mr. SINCLAIR: And the new Public Works Act that Mr. Fournier is bringing 
forward will coincide with this? 


Mr. Bryce: Yes. 


The CHAIRMAN: I have been asked to let this stand, because I understand 
representations are being made to the Department of Public Works in regard to 
several items in this bill and negotiations have been going on between these 
parties and the Department of Public Works that may have, repercussions on 
this, so I agreed that we would let 39 stand for the time being, at least only 
temporarily, so 39 stands. 
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Section 40. 
Carried. 


Now, we get into Part IV, public debts—articles 41 to 56 inclusive. 
Section 41—any comments? 
41. No money shall be borrowed or security issued by or on behalf 
of His Majesty without the authority of Parliament. 


Mr. FuLTON: I notice the comment there, ‘new’. It is surely not a new 
commission, is it? 

Mr. CLARK: That has always been the situation, but we thought it best 
to lay down in law that fundamental principle just in the first clause of the 
public disbursements section. We laid down the fundamental principle in 
regard to expenditure that no expenditure can be made without the authority 
of parliament. For the same reason we thought it was wise to be complete 
and say that no borrowing shall take place except under the authority of 
parliament. It has I believe never been reduced to legislation before. 


Carried. 


The CHAIRMAN: Section 42. 
Carried. 


Section 43. 
Carried. 


Section 44. 
Carried. 


Section 45. 


45. An annual statement of all borrowing transactions on behalf of 
His Majesty shall be included in the Public Accounts. 


Mr. FLEMING: Mr. Chairman, in 45 what is the significance of the note? 
Mr. CLARK: You mean, ‘‘New, but see section 14 (3)’? 
Mr. FLEMING: Yes. 


Mr. CLARK: Well, in the old Act there was a requirement that all temporacy 
loans should be reported in the public accounts. We are now providing that a 
statement covering all borrowing transactions should be reported in the public 
accounts. We have actually been following the practice of including a report 
on all borrowing transactions in the public accounts, but we are now making 
it a matter of law. 


Mr. Futton: Mr. Chairman, do you mind if I go back to 44 for just a 
moment? I assume that the borrowings under that section are of the treasury 
notes? 


Mr. CLARK: Yes, it would be short-term borrowing. It might be a ways 
and means advance from the Bank of Canada on short-term treasury notes. 
Under today’s conditions it would almost certainly be very short-term borrow- 
ing, for a few days, to get you by, say, the first or end of a month when you had 
big payments to make and the moneys that you were expecting would not come 
in until a few days afterwards. 

Mr. FuLtToN: Then, the situation contemplated by this statute is a situation 
which is of a temporary nature where your authorization has not yet come 
from parliament or something like that? 

Mr. CLARK: Yes. 

Mr. FuLton: But would not the section also cover—although not primarily 
designed to do so—cover the case of not in the least circumstances but under 
conditions where we might have to go ahead on debt financing—would not 
this section also cover that and restrict your financing to six months? 
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Mr. Cuark: Yes, it would, and in such case presumably you would ek 4 
to borrow long-term. a 

Mr. FuLton: How would you get around this section? How have you 4 
got around it in the past when it was necessary to do debt financing? a 

Mr. CLARK: Is there anything in the section to prevent long term ~ 
borrowing? 

Mr. FULTON: It says where you have not got enough in the consolidated E; 
revenue fund to meet expenditures you can only borrow on six months— i 

Mr. CLark: No, but we would not necessarily be restricted to this kind of ~ 
borrowing if, for instance in the Appropriation Act we took power to borrow 
to cover this deficit. 4 

Mr. FuLton: The Appropriation Act would have of necessity to say q 
“notwithstanding Section 44 of the Administration Act’. a 

Mr. CiarK: I am not sure whether it should have to have a “notwith-_ 
standing” clause. 

Mr. HENRY: You are speaking of a clause in the ADEIOD HAE Act? 

Mr. FULTON: Yes. 


Mr. HENRY: That would authorize a specific loan, but you would not 
necessarily put in ‘‘notwithstanding” although you could. 


Mr. FULTON: If the loss was for meeting a deficit, not necessarily tem- | 
porary, but for meeting a deficit at the end of the year, you would not have ~ 
to accept such loans with the provision of Section 44? . 

Mr. Henry: Yes, but that would be the effect of such a statute—whether 
you put in a “notwithstanding” clause or not—because as I mentioned before 
in answer to Mr. Wright’s question, if you have specific authority to do a 
certain act that would override a general provision somewhere else. i 

The CHAIRMAN: Under Section 45 do I understand that all borrowings of — 
money from private banks have to be reported in the public accounts? 

Mr. Henry: Yes, they would. 

The CHAIRMAN: We subtracted a lot of things from the public accounts — 
last year but we are adding a lot this year. All the small borrowings from ~ 
day to day will have to be recorded in the public accounts? 


Mr. CLARK: There are very few such borrowings. We rarely borrow from 4 
chartered banks now. Of course we issue treasury bills every two weeks— 4 
| 
: 


three month treasury bills—and those are always reported in the public — 
accounts. 


Mr. FULTON: May I ask Mr. Clark if there is any restriction on borrowing? 
Do you have to get specific authority to borrow outside of Canada now? 


Mr. CLARK: Under our borrowing authorities we can borrow in Canada, 
the United Kingdom, the United States, or any place. 


Mr. FuLTON: Nothing further is required? 
Mr. CLARK: No. 


The CHAIRMAN: Shall Section 45 carry? 
Carried. 


Section 46? 
Carried. 


Section 47. 


47. The Governor in Council may 
(a) appoint one or more registrars to perform such services in respech 
of the registration of loans as the Governor in Council may prescribe, 
(b) appoint one or more fiscal agents to perform such services in 
respect of loans as the Governor in Council may prescribe, and 


: 


 .' 
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(c) fix the remuneration or compensation of any registrar or fiscal agent 
apopinted under this section. 


Mr. FLEMING: With regard to registrars and fiscal agents, are the registrars 
employees of the government? 


Mr. CLARK: No, it is an agency relationship. 
Mr. FLeEmiInG: You do retain outside firms for that purpose? 


Mr. CLarK: The Bank of Canada for instance, or the Bank of Montreal 
Trust Company in New York, and the Bank of Montreal in London would be 
our registrars. 


Mr. FLEMING: Does the same apply to fiscal agents? 


Mr. CLARK: Yes, the Bank of Canada, the Bank of Montreal, and the Bank 
of Montreal Trust Company in New York—on occasions in the past it has been 
the Chase National Bank in New York—in London the Bank of Montreal. 
The Bank of England also is the registrar for the Newfoundland issue which 
we have taken over. Normally, it is the Bank of Montreal in London. 


The CHAIRMAN: Shall section 47 carry? 
Carried. 


Section 48. 


48. (1) The Minister shall cause to be maintained a system of books 
and records. 

(a) showing all money authorized by Parliament to be borrowed by the 
issue and sale of securities, 

(b) containing a description and record of all money so borrowed and 
securities issued, and 

(c) showing all amounts paid in respect of the principal of or interest 

| on all money so borrowed. 

(2) Every fiscal agent and registrar shall annually and as often as 
required by the Minister give to the Minister an accounting, in such 
form and terms and containing such information as the Minister pre- 
scribes, of all his transactions as fiscal agent or registrar. 


Mr. FRASER: In (2) of 48, Mr. Chairman, where it states: “Every fiscal 
agent and registrar shall annually and as often as required by the Minister 
give to the Minister an accounting, in such form and terms and containing such 
information as the Minister prescribes, .. .”’ and what I am trying to get at is 
supposing one minister says he wants the accounting in such a form and another 
in another form? 


Mr. CLARK: The “minister” is the Minister of Finance. 

Mr. FRASER: It is not the individual minister? 

The CHAIRMAN: It is specified in the first. part of the Act. 

Mr. CLARK: When we refer to another minister it is the appropriate minister 
—the one responsible for the administration of the particular department. 

The CHAIRMAN: Shall the section carry? 

Carried. 


Section 49. 

49. The Governor in Council may provide for the creation and 
management of a sinking fund with respect to any issue of securities 
or with respect to all securities issued. 

Mr. FLEMING: In connection with section 49 what has been the practice 
hitherto? Is there one sinking fund or is there separate fund for each issue? 

Mr. CLARK: As a matter of fact, Mr. Fleming, we have only one sinking 
fund and that is the sinking fund against the Newfoundland issue taken over 
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by the terms of union. We have no other sinking funds in any of our issues — 
at the moment. Some years ago we did consider setting up a general sinking» i 
fund against all our debt, but that was discarded as a matter of policy. : ; 


Mr. FLEMING: Are you contemplating the use of this power in respect of 4 
anything except the sinking fund in relation to the Newfoundland debt. . 

Mr. CLARK: I would say we are not contemplating at the moment the 
setting up of any new sinking funds. / 


Mr. FLEMING: How long ago was it that the department eliminated sinking 
funds? 


the form of section 49, it has not been the policy of the department to set up 
sinking funds for the last thirty-seven years or thereabouts? 


Mr. CLARK: Well, it is back beyond my experience in the department. . 
Mr. McIntyre: The last sinking fund that was applied to a loan was in : 
connection with the last loan floated in London. “a 
Mr. FLEMING: When? 3 
Mr. McINTYRE: Perhaps I should not say the last loan. r 
Mr. CLARK: No, the last loan was in 1933 and it had no erie fund. 4 
Mr. McIntyre: The 1914 loan which was floated did not have a sinking — 
fund but loans prior to that did have sinking funds. o 
Mr. FLEMING: So we may take it that, whatever legislation has existed in : 


Mr. CLark: I do not know that you can go back quite that far. There may — 
have been some issues in the ’20’s which I do not recall. 7 
7 


Mr. FLEMING: There is no departure from that policy contemplated? 
ME OCRARK: INO, 

The CHAIRMAN: Shall section 49 carry? 

Carried. 


Section 50. . 

50. The payment of all money borrowed and interest thereon and 
of the principal of and interest on all securities issued by or on behalf 
of His Majesty with the authority of Parliament is a charge on and . 
payable out of the Consolidated Revenue Fund. . 


Mr. WRIGHT: Section 50 appears to be new but is not that a practice which /% 
has been followed in the past? 

Mr. CLARK: Yes, that is a provision that is usually included in all borrowing 
statutes now. I think all of them include that particular statement of principal. 
By including it in this particular bill I think it would be no longer necessary, 
Mr. Henry, to include it in specific borrowing authorities in future. 

The CHAIRMAN: Shall section 50 carry? 

Carried. 


Section 51? 
Garried. 


Section 52. 

52. Where it is provided by a prospectus or other official notice 
issued by or under the authority of the Minister that a subscriber may 
purchase securities 

(a) by payments to an authorized agent, or 

(b) by deductions from the remuneration of the subscriber by his 

employer, 
the amount of any such payment or eeatietion that has not been accounted 
for by the delivery of securities to the subscriber or repaid to the 
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subscriber shall be deemed to be money received in trust for His Majesty 
by the agent or employer for which he is accountable to His Majesty 
under section eighty-nine, and for the purpose of the Bankruptcy Act, 
1949, and the Winding-up Act, where the money paid or deducted cannot 
be identified among the assets of the employer or agent, a portion of 
the said assets equal in value to the amount of the payment or deduction 
shall be deemed to be segregated and held in trust for His Majesty. 


Mr. NOwWLAN: What prompted section 52? Have you had some experience 
in that matter? ; 

Mr. CuarK: Yes, section 52 is designed to protect persons who buy govern- 
ment bonds and government savings bonds from agents or by means of deduc- 
tions from salaries. We have had a number of cases where an employer has 
made ordinary salary deductions from the salaries or wages of his employee 
and then perhaps gone into bankruptcy. 

Mr. Now.tan: Are they not acquired very rapidly? 

Mr. CLarK: Oh, yes, but they may not be rapid enough in some cases. 

The CHAIRMAN: Does section 52 carry? 


Carried. 


Section 53 and 54? 

53. There shall be established in the Consolidated Revenue Fund 
an account to be known as the Investors’ Indemnity Account to which 
shall be credited the sum of twenty-five thousand dollars, such further 
amounts as are appropriated by Parliament for the purpose of this 
section, and any recoveries of the losses referred to in section fifty-four. 

54. The Minister may, in accordance with and subject to the regula- 
tions, pay out of the Investors’ Indemnity Account any losses sustained 
by subscribers for securities who have paid all or part of the purchase 
price of such securities but have not received the security or repayment 
of the amount so paid, and losses sustained by any person in the redemp- 
tion of securities. : 


Mr. FuLttTon: Could we have a word from the deputy minister about 
sections 53 and 54? 


Mr. CLARK: Sections 53 and 54 are merely for the purpose of setting up 
a small investor’s indemnity account and giving it a certain appropriation to 
start with. Here it is $25,000, in order to take care of losses of the type 
mentioned, without having to come back and include an item in the estimates 
every year for a small amount; there is also difficulty in trying to determine 
that amount. You have great difficulty investigating what losses of that kind 
you may be subject to in a given year. So you have to put in some figure 
for the estimates and it is usually too high. 

Mr. FULTON: Can you suggest the kind of loss which it was intended 
to cover? Would it be, for example, loss in transit? 

Mr. CLARK: It might be, or loss by fire, or one of those cases where the 


investor had bought a bond through a selling agent, and the agent did not 
turn the money over to the crown. 


Mr. FULTON: How would that arise? 


Mr. BALLS: A redemption agent might also make payment to the wrong 
person, quite without fault on his part, and this would provide a means of 
taking care of the matter. 


Mr. SINCLAIR: Can you give us an idea of the losses during the last 3 or 
4 years? 
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Mr. Baus: In 1943, that is for the fiscal year ending March 31, 1943, 
the amount was $7,596. In 1944 it was $8,716. In 1945 it was $10,258. In 1946 
it was $5,424. In 1947 it was $10,287. In 1948 it was $842. In 1949 it was if 
$1,288. In 1950 it was $427. In 1951 it was $203; and in the current fiscal _ 
year to the 31st of October it was $816. ‘ a 

Mr. Futton: There were larger amounts in the previous years than in — 
the later years. I suppose that is due to redemption of Canada savings | 
certificates? 


Mr. CLARK: I think it was probably because there were large selling 
- campaigns going on during those war years when tremendous amounts were 
being handled with a great many agents. 


Mr. SINCLAIR: There is now better administration. 
The CHAIRMAN: Do sections 53 and 54 carry? 
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Carried. 
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Does section 55 carry? 
Carried. : 


Does section 56 carry? 

56. The Governor in Council may make such regulations as he 
deems necessary to provide for the management of the public debt of 
Canada and the payment of interest thereon and, without limiting the 
generality of the foregoing, may make regulations 
(a) for the inscription or registration of securities and prescribing 

the effect of such inscription or registration, — 


(b) for the transfer, transmission, exchange, redemption, cancellation 
and destruction of any securities, and, without limiting the generally 
of the foregoing, 

(i) for the transmission, transfer or redemption. of securities — 
pursuant to judgment or as the result of the death, dissolution 
or bankruptcy of the registered owner thereof, and 

(ii) prescribing the conditions upon which the transfer, trans- 
mission, exchange and redemption of securities registered in 
the names of infants, minors or other persons not of full capacity 
to enter into ordinary contracts, may be made, 


(c) for the issue of securities or making of payments in respect of 
damaged, lost, stolen or destroyed securities or interest coupons, 
and of the cheques pertaining thereto and prescribing conditions to 
such issue or payment, 


(d) requiring guarantees to be given to the registrar in such manner 
and by such persons as the regulations may prescribe, before the 
registrar is authorized to make any entry in the register, 

(e) authorizing the correction by the registrar, in such circumstances 
as may be prescribed by the regulations, of errors in the register and | 
otherwise authorizing rectification of the register, and 

(f) providing for the payment of losses out of the Investors’ Indemnity 
Account. 


— 


Mr. FLEMING: Section 56 strikes me as being a very important section. 
I think we ought to pause on it for a moment. It is in part new, and while 
there are some specific clauses, nevertheless the clauses give to the Governor 
in Council in general terms the power to make such regulations as he deems _ 
necessary to provide for the management of the public debt of Canada. Could ~— 
we have a full statement on the significance of this statement, particularly the 
new provisions in it? 
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ee Mr. CLARK: The new provision in the last paragraph which provides for 

- regulations regarding the meeting of losses of the investors indemnity account. 

Mr. HENRY: Really the only principle in this is contained in the opening 
words: 

The Governor in Council may make such regulations as he deems 
necessary to provide for the management of the public debt of Canada 
and the payment of interest thereon... 

And you will notice that the next words simply say: 
..and without limiting the generality of the foregoing, may make 
regulations. 


That is just to clarify it for the purpose of those who are reading the 
- Act and also for the purpose of those who wish to know whether or not some 
_of the particular regulations are authorized. 

Most of the provisions made certain under (a), (b), (c) and (e) are 
already in the Consolidated Revenue and Audit Act in perhaps more general 
form; and you will find the execution of that power in the Domestic Bonds 
Regulations which govern the terms and conditions under which bonds are 
issued, registered, transferred by holders, redeemed and that sort of thing. 

The intention is merely to make it clear that the Governor in Council 
“may make regulations on these things and consequently in the future the 
inscription and registration of securities and the effect thereof will continue 

to appear in the regulations. There is little new in this. But I might mention 
in paragraph (b) that in subparagraph (i) and subparagraph (ii) one or two 
important points have been spelled out, namely, they clearly set out the power 
of the Governor in Council to make regulations concerning the transmission 
and (which is the legal result which occurs on the death:of the holder of the 
security) and the transfer of securities pursuant to a judgment. There has 
been a little bit of difficulty about that on the odd occasion and the regulations 
' will be put into proper shape to permit judgments to be given effect to. Also 
paragraph (ii) describes the conditions upon which the transfer and trans- 
mission and redemption of securities that are registered under the name of an 
infant and of persons who are not of full capacity to the contract may be made. 
The regulations also provide for those things and there is nothing new there 
at all. Of the other provisions that I mentioned, (c) simply relates to the 
replacement of stolen bonds. The Bank of Canada will issue a duplicate bond 
under certain circumstances, upon the performance of certain conditions, to 
a person whose bonds have been lost or stolen, so that the person receives a 
second bond. That is, of course, subject to some other person proving himself 
entitled to the original bond which occasionally happens. And clause (e) is 
for the correction of the register. It is a routine matter; but the appearance 
of a person’s name on the register is conclusive as to his ownership and it is a 
very important thing to cover. 

The other two matters relate to information which has to be given to 
the registrar to authorize him to make an entry in the register. It just permits 
the operating of the register and provides for payment out of the investor’s 
indemnity account which has been mentioned before. This is simply formal 
authority to the Governor in Council to make these regulations. 


Mr. FLEMING: Have regulations been made or changes heretofore which 
did not fall directly within any of these subsections for the making of which 
authority was set out and found simply in the general provisions in regula- 
tions to provide for the management of the public debt of Canada? 


Mr. CuLarK: I cannot think of any at the moment. 

Mr. Henry: No, and I cannot think of any at the moment either. 
Does Section 56 carry? 

Carried. 
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The CHAIRMAN: ave you satisfied, gentlemen, that we have completed . 


part 4? 


Now we come to part 5 “Public Stores”, which includes sections 57 to 62. q 


Mr. Fraser: Mr. Chairman, are these intended to cover military stores? 


Mr. CLarK: I could likely ask Mr. Balls to make a statement on that t part q 


of the bill. 


Mr. Baus: Mr. Chairman, in regard to the question, I think the answer is 4 
“ves”, I might say in regard to this part that it is designed to meet recom- 4 
mendations which were made by the public accounts committee in its sixth — 
report in 1947, when it suggested that consideration be given to legislation — 
with respect to the regulations and management of stores and equipment — 


inventories. 


The first section, 57, deals with the management of. physical stores, and — 


the physical records respecting the acquisition, custody, issue and control of 
such stores. The basic provision, however, is in the following section which 


deals with the establishment of the mechanism by the operation of. revolving “3 


funds. This does not provide automatically for the establishment of a revolv- 4 
ing fund except with respect to the continuance of the Department of Trans- — 


port stores account, which is continued under the provision of section 101. 
of the pill. But it does provide that when parliament has authorized the — 
establishment of a revolving fund, that this will be the prcedure to be followed ~ 


in its operation. 
It sets out the methods of control and provides that the net amount of 


the payments that may be charged at any time to the fund shall not be in 


excess of the amount which parliament has provided, or such lesser amount 
as the Treasury Board may prescribe. 


Mr. FRASER: That would take in the bill that the Minister of Transport — 


had last year, on his revolving fund? 
Mr. BALLs: Yes. One of the statutes to be repealed by this bill will be the 


Department of Transport Stores Act and we also provide in section 101 of this — 
bill for the continuation of the authority to the Department of Transport to — 


acquire stores up to an amount of $4 million at any one time. 


Mr. FRASER: Under this section 57, where every department shall main- 
tain adequate records and stores, does the Finance Department or the Treasury 


Board demand that inventories be taken at regular periods, or how is that — 


done? 


Mr. Bauus: If you will note the provisions of the section, which state — 


that the appropriate minister, that is the minister having charge of the stores, 


or such other authority as the Governor in Council may direct, may make 


rules and give directions. 


Mr. FRASER: I wondered if the treasury department should not aie make 4 


suggestions in there? 


Mr. Bauus: I would think, sir, that it might be quite possible for the 
Governor in Council to so direct such other authority. 


Mir. FRASER: That is what I am trying to find out. Has the Governor in 
Council directed at any time that that be done? 


Mr. BALLs: Not to my knowledge, sir. 


Mr. FLEMING: Is it intended that there may be more than one revolving 
fund in any department? 


Mr. BAuus: It is, but I do think that the normal practice would be to have 
more than one fund for one department. 


Mr, FLEMING: And what justification is there for more than one revolving 
fund in any one department? ° 
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Mr. Brycre: There are certain parts of some departments which are almost 


Pec separate from other parts of the department. For example, in the 
Devartment of Agriculture you will find the Prairie Farm Rehabilitation 
_ Administration in the west, which very largely operates physically separately, 


geographically separately from the rest of the department. You might con- 


_ceivably have a case where it would be logical to have a stores account for | 
-such operations of the department; or take the case of penitentiaries and , 


the R.C.M.P. Technically both of those branches come under the Minister of j 
Justice, but they might have separate stores accounts. 

Mr. FRASER: And under the Department of Transport you have Canals and 
Air. 

Mr. Bryce: Transport is a unique case. It already has a stores account. 


I think it would depend on the way the department is organized and whether 


there is a central management as distinguished from management for various 
branches. 

Mr. FRASER: They would not keep their stores separate from their air 
stores, would they? 


Mr. Bryce: They do not, and they have a stores account. 
The CHAIRMAN: Do Section 57 and 58 carry? 
Carried. 


The CHAIRMAN: Does section 59 carry? 

59. All accounting transactions with respect to a revolving fund 
under this Part shall be recorded at cost, but for the purpose of valuing 
stores or materials on hand-at the time the revolving fund is established 
and of valuing inventories and issues of stores and materials, cost may 
be determined in accordance with such recognized accounting practices 
as the appropriate Minister with the approval of the Treasury Board, may 
direct. 


Mr. FLEMING: There is a provision here as to the power of the Governor in 
Council which is simply intended to put in a limitation on the use of the revol- 
ving fund, I take it? 

Mr. BALLS: What are you referring to? 
Mr. FLEMING: I was not referring to any one clause in particular. 
Mr. BAuus: There is a provision in subsection 3 of clause 58 which says: 

A payment made out of the Consolidated Revenue Fund pursuant 
to subsection one together with the balance of the revolving fund shall 
not be greater than the amount fixed by Parliament as the amount that 
may be charged to the revolving fund at any time or such lesser amount as 
the Treasury Board may prescribe. 


Mr. FLEMING: The power is reserved to the Treasury Board to limit the 
amount which may be used out of what Parliament has provided for the purpose? 


Mr. BALLS: Yes. 


Mr. WRIGHT: In subsection 5 it says: 
At the end of each fiscal year the value of the inventory held and 
accounts receivable in respect of the operations of a revolving fund shall 
be determined in accordance with regulations of the Treasury Board... 


A measuring stick is used in determining the value of stores. For instance, 
we have a revolving fund in which we have bought surpluses of a certain basic 
or scarce material and it is quite conceivable that they may fluctuate in value. 
Is that fluctuation in value shown in the public accounts that appear before 
parliament in any form, and what is the rule with respect to reporting the 
fluctuation in the value of stores, so that it becomes apparent to the members of 
the House as to what is taking place? 
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Mr. Baus: I do not think that normally fluctuations in value of stores would a 
be recorded in the public accounts. What is more in mind here is the possibility — 
of different bases of establishing the value of the stores on the basis of cost. 
There are different methods of inventory valuation on cost; for instance, you may © 
have the “‘first-in first-out” method of valuation, the ‘“‘Cost-in first-out” method, ~ 
wane are entirely different types; also there is a third type of valuation, © 


“average cost”? which again may give a different valuation of the inventory. 

The basic purpose is to establish that whatever basis of determining cost | 
value is adopted must be in accordance with what the Treasury Board would 
regard as acceptable accounting practice. 
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Mr. WRIGHT: There is no provision in this Act that there should appear in 


the public accounts losses with relation to stores held by the government? 
Mr. Baus: Not in regard to fluctuations in the value of the stores. There 


a 


is nowhere a provision in a later section, in section 60, if you will refer to it, © 
where the establishment of boards of survey is provided for. Each appropriate — 


whether there are any stores which have become obsolete or unserviceable, or 
which have been lost or destroyed. 

Mr. WRIGHT: That was the point I was getting at. Would the fact that those 
stores had become obsolete become apparent to the average member through 
any form that is in the public accounts? 


Mr. Batis: Under subsection 3 of section 60 it says: 


“A statement in such form as the Treasury Board prescribes of all — 


stores and materials deleted from inventories pursuant to subsection 2 
shall be included annually in the public accounts.” 


Mr. WRIGHT: Is it mandatory on each department to indicate what has 
become obsolete, or is it just a matter for their judgment? 


Mr. BALLS: The provision of the section is that ‘“‘the appropriate minister 


may from time to time constitute a board of survey to inquire into the state — 


of the stores under the management of a department.” 
Mr. WRIGHT: It is not mandatory that he do this? 
Mr. Bauus: Not that he do it annually, sir. 


~ Mr. WricHT: Would it not be wise to have a provision that this should 


be mandatory, and that it should be indicated to parliament what has become 
obsolete? 


- minister must from time to time constitute a board of survey to determine " 


The CHAIRMAN: I think the words ‘from time to time” are the words — 


which Mr. Wright may want to have clarified. 

Mr. WRIGHT: That may be 50 years from now. e 

Mr. Bauus: There are two points to be borne in mind. We have a provision 
in section 61 requiring the comptroller of the treasury to examine records, 
accounts and procedures respecting stores and materials and report thereon 
to the minister or the appropriate minister. In addition to that, there is 
provision for the auditor general to examine stores and inventories. 

Mr. WRIGHT: That is what I was trying to get at, the point that the auditor 
general, if he deems it necessary, can step in and ask that a board be consti- 
tuted. Is there anything which provides that he shall at certain constituted 
periods ask a department to assess the value of its stores? 


The CHAIRMAN: Before we pass on to the next section, that is, clause 60, 
shall section 59 carry? 

Carried. 

Mr: CuarkK: I would think, sir, that the Auditor General would make his 
report under. the Auditor General’s provisions,—the provision for making a 
report to the Governor in Council or to the Treasury Board with regard to 
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matters that he feels should be brought to the attention of council or the 
board, and, also, he is free under the reporting provisions to report to the 
House of Commons with respect to those matters. which he feels should be 

brought to the attention of the House. 

Mr. WRIGHT: Would you not think it would be a good provision in the Act 
to make it mandatory that these boards function at least every two years, to 
indicate the possession and value of stores? 

The CHAIRMAN: If I might suggest that we add after the words—although 
I do not want to come into the drafting of the Act——atter the words ‘‘from time 
to time” add “‘not less than once every five years’. Two years is a bit short. 
Could Mr. Henry draft the words that would include that desire of the 
committee? 

Mr. WRIGHT: Let us consider the matter of five years. Is five years too 
long a period, or would three years be a better period? 

The CHAIRMAN: I leave it to the committee. I suggested five years because 
I am told in some departments it would have to be done every year and in 
some departments it would be better to give them a longer period. 

Mr. SINCLAIR: The King’s Printer would be an example. 

The CHAIRMAN: In think five years would be a better arrangement. In 
many departments it is from year to year, and in others that might not be 
practicable. Five years would mean that anything that had become obsolete 
would necessarily be reported, and five years is even a short period. 

Mr. FLEMING: Not in the life of a politician. 

The CHAIRMAN: No, in the case of you and I who can survive 10 years 
or more, five is a short period. 

Would five years be agreeable? 

Agreed, subject to correction of the wording being left to Mr. Henry, 
Section 60 carried. 

Items 61 and 62. I think those have been covered by the statement made 
by Mr. Balls. 

Shall item 61 carry? 

Carried. 


Shall item 62 carry? 


“62. For the purposes of this Part, the Treasury Board may. by 
regulation define for any department the expression ‘“‘stores’’, ‘“‘materials”’ 
and “‘issues’’.” 


Mr. CAMPNEY: May I ask a question on item 62. Unless and until the 
Treasury Board defines these very important terms is Part V of the Act 
inoperative? 


Mr. BALLS: I think the answer to that, sir, is that the Act itself only comes 
into force on proclamation. If you will notice in section 102, it says: 
“This Act or any Part thereof shall come into force on a day or 
days to be fixed by proclamation of the Governor in Council.” 


Mr. CAMPNEY: Yes, I understand that, but the practical working of 
section 62 is based on the meaning of all these words not now defined, but 
which run all through the part, and until the Treasury Board makes these 
definitions I take it the part is inoperative. 


Mr. Bauus: Not necessarily, though I think in any event there would be 
ample time to have these words defined before the Act comes into force. 

Mr. CAMPNEY: If they were not what would happen then? 

Mr. SINCLAIR: They would not proclaim it. 

The CHAIRMAN: Shall item 62 carry? 

Carried. 
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Mr. FLEMING: I wonder if the committee would agree to leave Part VI 
for the present and go on to the other Parts and come back later to this 


Part VI. One member of the commitee cannot be here who has some questions © 


he would like to ask on Part VI. 

The CHAIRMAN: Items 63 and 64 will stand. 

Now we come to Part VII, the Auditor General. I think on this part we 
might ask the Auditor General to come forward rather than stay in seclusion. 

Mr. FLEMING: In splendid isolation. 

The CHAIRMAN: Item 65. Are there any questions on this item, gentle- 
men? 

Shall the item carry? 

Carried. 


Item 66. 

66. (1) Notwithstanding any Act of Parliament, the Auditor 
General is entitled to free access at all convenient times to all files, 
documents and other records relating to the accounts of every depart- 
ment, and he is also entitled to require and receive from members of 
the public service such information, reports and explanations as he may 
deem necessary for the proper performance of his duties. 

(2) The Auditor General may station in any department any person 
employed.in his office to enable him more effectively to carry out his 


duties, and the department shall provide the necessary office accommoda- _ 


tion for any such officer so stationed. 

(3) The Auditor General shall require every person employed in 
his office who is to examine the accounts of a department pursuant 
to this Act to comply with any security requirements applicable to, 
and to take any oath of secrecy required to be taken by persons employed 
in that department. 

(4) The Auditor General may suspend from the performance of his 
duty any person employed in his Office. 


Mr. FLEMING: Is there anything that the Auditor General intends to say 
on paragraph 66, on the subject of the pre-audit, or anything of that kind? 

The CHAIRMAN: The Auditor General stated that we might go article by 
article and he would answer questions. 

Mr. SELLAR: You were not here yesterday when we were discussing this? 

Mr. FLEMING: I was here yesterday but do not recall hearing you say 
anything on that. 

Mr. SELLAR: I told the committee yesterday that the provisions regarding 
pre-audit were being deleted at my request; they did not work; they were not 


required now, and the Comptroller of the Treasury has, in effect, pre-audit 
duties before a payment, he is the internal auditor. 


Mr. FLEMING: I heard you make that statement, but I did not know 
whether you intended to make some further statement in the subject. 

The CHAIRMAN: 

Shall item 66 carry? 

Carried. 

Shall item 67: carry? 

Carried. 


Shall item 68 carry? 


68. The Auditor General shall 

(a) make such examination of the accounts and records of each registrar 
as he deems necessary, and such other examinations of a registrar’s 
transactions as the Minister may require, and 
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(b) when and to the extent required by the Minister, participate in the 
destruction of any redeemed or cancelled securities or unissued 
reserves of securities, authorized to be.destroyed under this Act, 
and may, by arrangement with the registrar, maintain custody and 
control, jointly with the registrar, of cancelled and unissued securities. 


Mr. FLEMING: This is new. Could we have a statement on this, Mr. 
Chairman. 

Mr. SELLAR: When the Consolidated Revenue and Audit Act passed in 
1931 the Department of Finance serviced the public debt. Since then the 
Bank of Canada has been created and the Bank of Canada now services the 
public debt, and, therefore, you now need new language in there dealing with 
the servicing of the debt. 

The CHAIRMAN: Shall item 68 carry? 


Carried. 


Shall item 69 carry? 
Carried. 


Shall item 70 carry? 

70. (1) The Auditor General shall report annually to the House of 
Commons the results of his examinations and shall call attention to 
every case in which he has observed that 
(a) any officer or employee has wilfully or negligently omitted to collect 

or receive any money belonging to Canada, 

(b) any public money was not duly accounted for and paid into the 

Consolidated Revenue Fund, 

(c) any appropriation was exceeded or was applied to a purpose or in a 
manner not authorized by Parliament, 

(d) an expenditure was not authorized or was not properly vouched or 
certified, 

(e) there has been a deficiency or loss through the fraud, default or 
mistake of any person, or 

(f) a special warrant authorized the payment of any money, 

and to any other case that the Auditor General considers should be 

brought to the notice of the House of Commons. 

(2) The report of the Auditor General shall be laid before the House 
of Commons by the Minister on or before the thirty-first day of Decem- 
ber, or, if Parliament is then not in session, within fifteen days after the 
commencement of the next ensuing session thereof, and if the Minister 
does not, within the time prescribed by this section, present the report 
to the House of Commons, the Auditor General shall transmit the report 
to the Speaker for tabling in the House of Commons. 


Mr. SINCLAIR: I might just draw Mr. Fleming’s attention to section 70, 
subsection (2), to the fact that public accounts are jo be tabled on or before 
the 3lst day of December. 

Mr. FLEMING: Subsection (2) of section 70? 

Mr. SELLAR: That is tied in with the public accounts section. 


Mr. FLEMING: Is that the earliest date, Mr. Auditor General, you are 
satisfied we can get these accounts into Parliament, if there is a fall session? 

Mr. SELLAR: So far as my report is concerned, I can produce it in the 
month of August. The problem is not with the Auditor General’s Report but 
with the Public Accounts, that voluminous volume which I think sooner or 
later you will have to reduce. In the printing of that volume you have a 
physical problem there that requires six months. Moreover, this is a rather 
distressing thing—I come from the province of Quebec—the French members 
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do not get their French edition early on account of the very size of it. ue think - 


Public Accounts. q 

Mr. FLEMING: What would you suggest first in that direction, raising the- ] 
ceiling on the amounts that are to be reported? a 

Mr. SELLAR: Yes, condensing it generally, and salaries in particular. I do © ‘ 
not believe that any member of parliament is really interested in what the a 
general run of salaries are throughout the departments. He is interested in the — 
chiefs but he does not care what the juniors get. I would say that the store- — 
keepers are more interested in that information. y 


Mr. StncLair: That is all out now. We raised that to a limit of $5,000. ] 
Mr. FLEMING: Yes, we did, at least we recommended that. - “a 
Mr. SELLAR: You got it up to $5,000, but you will have to go a little higher 


Mr. FLEMING: Is there any reason why provision should not be made that | 
your report should be tabled earlier than this date if parliament is in session’ — 
in the fall? 


Mr. SELLAR: I have no objection, sir, so far as I am concerned, because it is 
no problem to me to get my material to the printer in the month of August, 
_ and he rarely takes more than a month to get mine off, and he does a splendid 
job. We get good clean proof from him and any prints we require. That is | 
why ours is all ready in the fall. I happen to be a printer by trade and that is — 
why you will see that blue insert in the back so that the printer will print mine ~ 
separately and not try to number it. As far as I am concerned, you can set any 
date you like after the middle of October. 


' Mr. Sincuarr: As far as study by the committee is concerned, the two go 
hand in hand, your report and the actual record of the public accounts. ! 
¥ 


Mr. SELLAR: What Mr. Fleming, I think, has in mind is that my report 
should be ready in case there is a fall session, not that it will also be bound in ~ 
with the public accounts. 


Mr. FLEMING: I do not see any reason for any delay. We have had proof 
this fall it can be done otherwise. I think this large volume need not be printed 
before we have your own report because it is, after all, in terms of bulk, a small | 
part of that big volume. I was wondering, in comparing 70 (2) with 64 (1), if 
we need to provide the same date for the two? Why cannot we leave the 
provision for the tabling of the public accounts on whatever date may be 
found necessary, in order to allow ample time for that heavy printing job, but 
not to postpone the filing of your own report in the House? 


Mr. SINCLAIR: There are two points that arise here—first of all, the two 
are connected, and secondly, the actual practical thing is we have had public 
accounts referred to the committee this session and we are not going to touch 
them, they will be handled by the spring session, and we all hope there will 
not be many more fall sessions. 


Mr. FLEMING: Just the same, we have had three fall sessions in the last 
three years, and I share the hopes expressed by the parliamentary assistant we 
won’t have any more of them. 


q 


Mr. FRASER: Many more of them, he said. 


The CHAIRMAN: If this committee got the Auditor General’s Report separate 
from the public accounts, the role of the chairman would be much simplified, 
because each year I have a difficult time limiting the study of the committee 
to the Auditor General’s Report when everyone wants to refer to the Public 
Accounts. Most members, when they consider the report of the Auditor General 
every minute refer to the Public Accounts. We have a hard time to stop them 
from getting on to the Public Accounts on every occasion, but it helps them to 
understand the Auditor General’s Report better. 
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As far as the chairman’s task is concerned I think that would simplify it if 


_+we had only the first one because people would not be tempted to enter the 


whole department on one slight item in the Auditor General’s report, but my 
experience induces me to believe that it is most useful to have all details given 


in Public Accounts on any given point raised in the Auditor General’s report. 


Mr. FLEMING: May I ask Mr. Sellar if there is any practical difficulty he 
sees in having a requirement here that his report should be filed at an earlier 
date, perhaps several months earlier, than it is provided in section 64 for the 
time of tabling the public accounts? 


Mr. SELLAR: My reply is this, Mr. Fleming. First, I do not get the financial 
statement from the Deputy Minister of Finance and the Comptroller of the 
Treasury until early in July as a rule. Sometimes the Deputy Minister of 
Finance’s statements do not come in until August, but as a rule they are 
improving every year and I get them at the end of June or early in July. If I 
have them I can.close off our audit and we can have our copy in the hands of 
the printer not later than the end of August, sometimes early in August. 

Now then, after that the printer takes about three weeks for the handling of 
the corrections and printing and after that, sir, they are sitting in my office and 
if parliament is sitting and they want them there is no reason in the world why 
they should not have them, as far as I am concerned. But I would not like 
you to set a date earlier than the 30th of September or preferably the 15th of 
October. It is purely a matter for the members of the House of Commons to 
decide when they want it. We will be ready. 


Mr. FLEMING: Well, there is certainly nothing any more important than the 
tabling in the House of the report of the Auditor General, and I do not see any 
difficulty in detaching the filing of the report of the Auditor General from the 
filing of the bulky volume of the public accounts. 

If in any fall session the committee decided to undertake a detailed reading 
of the Auditor General’s report, then it should be able to do so even though it 
might have to wait for the public accounts. The committee or any of the 
members of the House in the event of a fall session, I think, should take full 
advantage of the opportunity of having the report of the Auditor General earlier 
than the 3lst of December, which is the new deadline prescribed by 64 for the 
tabling of the public accounts, and I think we ought to change this date in 
section 70, subsection 2, to the 15th of October, which was the date last men- 
tioned by the Auditor General. 


The CHAIRMAN: Are there any comments? 


Mr. SINCLAIR: You actually cannot study the Auditor General’s report with 
any real knowledge unless you have the public accounts on which it is based 
with it. The practice has always been this way. Would the auditors report be 
of any value in any event without knowing the accounts to which it refers. Mr. 
Sellar, of course, has to have the accounts before he can prepare his report. 


Mr. FLEMING: That might be a question of the committee, if it were sitting 
down and making a detailed study of the accounts it might or might not want to 
have the balance of the public accounts, but I am thinking of members of the 
House in the fall session whether the committee is sitting or not and just because 
it has not been done let us not be too conservative with a small ‘‘c’”’ from that 
point of view. 


The CHAIRMAN: Let us not have anything too Conservative with a 
eapita.. GC’. 

Mr. Kirk: I think Mr. Sinclair’s comments or points are well taken. It 
seems to me that if you are going to study the Auditor General’s report, you 
will want the public accounts report right alongside of it; otherwise, we will 
misconstrue some of the statements. 
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Mr. FLEMING: It is not necessarily a question at all, might I point out, Mr. | A 
Kirk, a question of the committee studying these things; it is a question of: — 
information to members in the House. : 

Mr. Kirk: Yes, of individuals as well as the cabinet. 

Mr. FLEMING: Yes, or members of the House. 

The CHAIRMAN: How can you at times form an opinion whether you agree — 
with the Auditor General or not if you do not get the full details as given in 
Public Accounts. ar 

Mr. FLEMING: Well, I can say to you, Mr. Chairman, in my own case when 
I first read over the report of the Auditor General I don’t know if I ever 
referred in the reading of that report to the accounts, because he makes his 
comments which are pretty thorough and they are complete in themselves. 

The CHAIRMAN: Well, gentlemen, do we have a motion on that? 

Mr. FLEMING: I will move, then, Mr. Chairman—I thought this might have — 
been generally agreed to, but if it is not I will move that we strike out the 5 
words ‘thirty-first day of December” in line 22 and substitute therefor “the 
fifteenth day of October.” 

The CHAIRMAN: Any further comments before I put the question? 


Mr. MAurTaIs: In fairness, in businesses is there such a practice that an 
auditor will publish his report but will not publish his statement of revenues 
and expenses? Then, can this motion bring up something in the accounting 
practice? Does there exist such a system now in the country where you publish © — 
an auditor’s report and you do not publish a balance sheet and you do not 
publish a statement of revenues and expenses? Is there a departure from it? 

Mr. SELLAR: Well, in the ordinary corporation, the auditor addresses his 
report to the directors and the shareholders and to that is attached financial 
statements. In this legislation the public accounts are prepared by the Deputy 
Minister of Finance and the Comptroller for the Treasury and they are trans- 
mitted by them to the minister who in turn addresses them to the Governor 
General in Council. 

My report is not addressed to anybody; it is to be laid before parliament. 
That is a report on the accounts—not exactly comparable, sir, but I can see your 
point, but the two documents come together as a rule. 

Mr. MALTAIS: Would you think that it might happen with a new report 
that it might be construed if you did not have the public accounts that you 
could not give more meaning to your reports? Suppose you mention a deficit 
on a new report. That is all you have to mention—that there is such deficit. 
Well, it would be easy to comment but you do not have the figures before you 
to explain it. Is there a matter of policy there? 

Mr. SELLAR: The real point is, if you have the public accounts before you 
you can check the accuracy of my statement as an auditor. That is the point. 


The CHAIRMAN: Well, might I suggest that we leave the item stand? 

Mr. SINCLAIR: We have had a discussion; we might have a vote now. 

Mr. FLEMING: Isn’t this the sort of thing the minister might want to 
consider? . 

Mr. SINCLAIR: The minister has considered it; that is what he believes is 
right. 

The CHAIRMAN: Well, I am in the hands of the committee, gentlemen. Mr. 
Fleming moves that clause 70, subclause 2, be amended by deleting the words 
“thirty-first day of December’, in line 22 thereof, and inserting therefor 
“fifteenth day of October.” All those in favour please signify? 

The CLERK OF THE COMMITTEE: Four, Mr. Chairman. 


The CHAIRMAN: All those against? 


hip) eave e a ers. 
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The CLERK OF THE COMMITTEE: Thirteen, Mr. Chairman. 
The CHAIRMAN: I declare the amendment lost. 


Item 71. 

71. The Auditor General shall, whenever the Governor in Council, 
the Treasury Board or the Minister directs, inquire into and report on 
any matter relating to the financial affairs of Canada or to public property 
and on any undertaking or service that has received financial aid from 
the Government of Canada or in respect of which financial aid from the 
Government of Canada is sought. 


Mr. WRIGHT: In connection with this, there is a question-I would like to 
ask. Does that apply to where another country seeks financial aid from Canada 
or does it only apply within the Dominion of Canada? I am thinking of the 
Colombo plan or where some other nation asks for certain assistance in Canada. 


_ Is the Auditor General the authority that should investigate that? What has 


been the custom in the past or in this is he likely to be asked to undertake 
investigations outside of Canada? 

Mr. BALLs: Well, I would say that the answer to that is “no’’, I do not 
think it would be proper or possible for the Auditor General to examine the 
transactions of a particular government. What is intended there, though, is the 
possibility of the examination of the transactions of international organizations 
and other similar bodies which might be seeking aid from Canada. 

Mr. WRIGHT: Well, would it just be the bookkeeping of those organizations 
or the objectives of those organizations? 

Mr. BALLS: I would say in answer to that that it would be the accounts 
and records of those organizations. I do not think it would be an audit of the 
purposes and objectives. 

Mr. FLEMING: Well, what about organizations which are not necessarily 
public in their main functions, which receive parliamentary grants? What 
is the relationship of this section to them? 

Mr. BAuts: I think, sir, that this would give the authority for the Governor 
in Council or Treasury Board or the Minister of Finance to authorize the Auditor 
General to investigate and report on the accounts of those bodies. 


Mr. FLEMING: I can see the need for that. It is quite a sweeping power. 
If parliament is making a small grant to some organization, does the Auditor 
General as a matter of practice—take the long list of organizations to which 
grants are made in parliament of the Department of National Health and 
Welfare—does the Auditor General attempt to carry on the kind of inquiry 
and report as to those organizations contemplated by section 71? 

Mr. SELLAR: This is a new section, and the Department of Finance people 
_will correct me, but I imagine this has been adopted from the old Board of 
Auditors Act where a great many years ago there was an Act providing for 
three chartered accountants to form a board with the Minister of Finance or 
Treasury Board and look into any matter like this in Canada or any body 
assisted by Canada, to look into their accounts or affairs, to protect the govern- 
ment’s interest and I imagine that is taken from it. This is new, as far as I am 
concerned. 

Mr. SINCLAIR: It is only at the request of the minister or government of 
Canada? 

Mr. SELLAR: The real reason is, this section—I am speaking in the presence 
of lawyers and they can correct me—this section does not give me any power 
or would not give me any power to go into the accounts of anybody; there would 
have to be consent, but this, I gather, is the direction from parliament that if 
I am told to do this by the government or the minister I do it. And I would 
assume, as Mr. Fleming stated, assuming that it is some large agricultural 
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and see if they require anything.” That is what I would imagine. I am just 
guessing at the moment. 

Mr. Masor: Would that apply to the mining industry? 

Mr. SELLAR: You are thinking of this gold regulating system that is 
applicable to the companies which they can get. All the government would 
instruct me to do would be to satisfy myself that they qualified within the terms 
of the Act. I do not think I would have any right to go over their accounts 
and audit them. 

Mr. CAMPNEY: Except that they might lose their grants. 


Mr. WricuHT: I think that is a very good regulation. I think if the govern- 
ment of Canada are going to make grants they ought to know all about who 
the grants are going to. 


Mr. CuarK: It might never be used. It is wholly permissive but we © 


thought it desirable to have the power in certain cases. So far as the question 
of the power that the Auditor General would have, I think this should be 
read in conjunction with 74, which gives the Auditor General the power of a 
commissioner under Part I of the Inquiries Act. He would have adequate 
power if the Governor in Council requested him to make this kind of inspection 
and report. 


Mr. FLEMING: I wonder, Mr. Chairman, if the words “undertaking or ~ 


service” in line 33 are the most effective words for the purpose? It does not 
say “any recipient of financial aid from the government,” but dealing with 
what might be grants or assistance to organizations outside the government of 
Canada or possibly public property it is just ‘‘undertaking or service that has 
received financial aid or may seek financial aid’. ‘Undertaking or service’— 
where did those words originate? Would it not be better, if the principle is 
sound, to say that ‘‘any recipient of financial aid or any applicant for financial 
aid’”’? 

Mr. SELLAR: Or “any body’’—just use the word “body”’. 

Mr. FLEMING: I think if you said “recipient” or ‘‘applicant”’ that includes 
everybody in every capacity. 

Mr. Bauus: I think we might ask the lawyers to consider that. 


The CHAIRMAN: We will keep it under advisement for consideration of 


probable amendment to the words “undertaking or service”. 
Item 72. 
Carried. 


Item 73. 
73. Whenever it appears to the Auditor General that any public 
money has been improperly retained by any person, he shall report the 
circumstances of such cases to the Minister. 


Mr. FuLtTon: On 73, Mr. Chairman, I just wondered—I see it is not new at 
all—why the report is consigned to the minister. Would it not be also proper 
to have that included in the Auditor General’s report to parliament and I was 
going to ask the Auditor General whether he puts it in his report? 

Mr. SELLAR: We automatically would put it in our report. This is just a 
matter of making it law. 


‘Carried. 


cooperative which came to the government and asked for financial assistance : 4 
and the government was not sure whether it wanted to give the assistance or _ 
or not, they would say, ‘““‘We want to have a good look at their financial system _ 
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Mr. FLEMING: In 73 there is no time limit. That is the kind of section where 
one would expect to find, “He shall forthwith report the information to the 
© minister”. 

: Mr. SINCLAIR: We expect that of the Auditor General. 


Mr. SELLAR: I might say in connection with this information I have always 
reported it within twenty-four hours. 


Mr. FLEMING: As Mr. Sinclair says, I think we would expect it of the 
Auditor General. 

Mr. SELLAR: I have no objection to your putting it so, but when I say “TJ” 
I mean my predecessors as well. I am not trying to take a boquet for myself. 


Mr. CAMPNEY: I think it could very logically be put in there. 

Mr. SIncLarr: That he shall ‘forthwith’? 

Mr. FLEMING: In line 41, between the word “shall”? and the-word “‘report’’. 
The CHAIRMAN: Shall the clause carry as amended? 

Carried. 


Section 74? 
Carried. 


Section 75? ° 
Carried. 


We now reach Part VIII, Crown corporations. I think I had Mr. Wright 
postpone some of his remarks the other day by stating that when we came to 
this part he could make his remarks. 

Mr. CLARK: Mr. Chairman, I think, if it is satisfactory to the committee, it 
might be well to have a few comments on the general pattern of this part 
from Mr. Balls. It is a new and somewhat experimental section which was 
extremely difficult to work out. It may not be clear to any person reading it 
for the first time. I think Mr. Balls could make a few comments which would 
give the picture of what we had in mind. 

_ The CHAIRMAN: I think it would be of benefit to the committee if we had 
a few remarks. 

Mr. Baus: The purpose of this part is to establish a uniform pattern for 
the relationships between Crown corporations and the government. We have 
tried here to establish a pattern of relationships on the basis of a three-fold 
classification of Crown corporations. 

In the first place we have defined what we call departmental corporations, 
which are in essence departments of government incorporated or given corpor- 
ate status for one reason or another and over which the Governor in Council 
or the minister exercises more or less continuous control or direction. In 
the bill, these departmental corporations are defined as “any Crown corpora- 
tion that is a servant or agent of His Majesty in right of ‘Canada and is 
responsible for administrative, supervisory or regulatory services of a govern- 
mental nature.”’ 

_ The second group consisting of what we call agency corporations—include 
“Any corporation that is an agent of His Majesty in right of Canada and is 
responsible for the management of trading or service operations on a quasi- 
commercial basis, or for the management of procurement, construction or 
disposal activities on behalf of His Majesty. 

The third group which we call proprietary corporations is defined in the 
bill to mean: ‘‘Any Crown corporation that (1) is responsible for the manage- 
ment of lending or financial operations, or for the management of commercial 
and industrial operations involving the production of or dealing in goods 
and the supplying of services to the public, and, (2) is ordinarily required 
to conduct its operations without appropriations.” 
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Now, in the pattern of the part we have provided that the departmental — ‘ 
dar poration shall be subject to the general provisions of the Act except in so 
far as they may be exempted by the special provisions of the statute under a 
which they are incorporated or under which they operate. In other words, — 
they will be treated more or less as ordinary departments of government. : 

Mr. CLARK: Subject to all of the earlier provisions of this Act. . 

Mr. BALLS: Quite. Agency and proprietary corporations will be subject — 
to the provisions of this Crown corporations part, subject however to any 
special over-riding provisions in their own special legislation. 

In other words, if there are special provisions in an Act incorporating 
a company which are inconsistent with the provisions of this part, those 
special provisions apply. 

In general, the provisions of the Crown corporations part apply uniformly 
to agency and proprietary groups with two exceptions. The first exception is — 
that, while both agency and proprietary corporations are to be required to — 
submit capital budgets to be laid before parliament annually after approval 
of the Governor in Council on the recommendation of the appropriate minister 
and the Minister of Finance, the agency corporations will be required also to 
submit their operating badeete for the approval of the apperpaere minister 
and the Minister of Finance. 

The second distinguishing feature in regard to the fedatment of agency 
and proprietary corporations is that agency corporations shall also be required 
to undertake their contractual commitments subject to the regulations of the ~ 
Governor in Council. . a 

Now, for the rest, the provisions of the part apply equally to agency and 
proprietary corporations and I might just run over the provisions very briefly. 

In Section 77, the Auditor General is made eligible to be appointed the 
auditor, or a joint auditor, of a Crown corporation. In Section 79, the financial 
year of the corporation is stated to be the calendar year unless the Governor ~— 
in Council otherwise directs. That of course is subject to the provisions of 
any special Act which may state another period for the financial year. | 

Mr. FLEMING: Suppose the calendar year is set by the Act, the Act 
pertaining to the particular Crown corporation? — 

Mr. BAuus: Then, it will be the calendar year. 

Mr. FLEMING: This won’t affect it at all? 

Mr. BALLS: It is subject to the specific Act which over-rides this provision. 

Section 80 as I have mentioned deals with the submission of budgets. 
In Section 81, subsection (1) deals with the bank accounts of corporation and 
provides that corporations, with the approval of the Minister of Finance, may 
establish bank accounts in the Bank of Canada or in bank’s in Canada or 
financial institutions outside of Canada. Subsection (2) provides, in effect, 
that the Minister of Finance may require a corporation to use the Receiver 
General account as its bank account; and subsection (3) authorizes the 
appropriate minister and the Minister of Finance to require a corporation, with — 
the approval of the Governor in Council, to pay over to the Receiver General 
any moneys that may be in excess of the requirements of the corporation. 

Section 82 authorizes the Governor in Council, at the request of the 
appropriate minister, to direct the Minister of Finance to lend money for 
working capital to the corporation. This is limited to an amount of not 
more than $500,000 for any corporation and any loan so made is subject to 
repayment within a period of twelve months. Also there is a requirement to 
make a report on all such loans to parliament. 


Mr. WRIGHT: Would that be in addition to any provision in the Act setting 
up the corporation, which provided for loans? 
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/ Mr. BALLs: Yes, sir, that is in addition to any general loaning authority 
in a special Act. 

Section 83 deals with the matter of Fociatine the contractual commit- 
ments of agency corporations. Section 84 empowers a corporation to make 
. provision for reserves for depreciation of assets, for uncollectable accounts, 
and so on, subject to any order of the Governor in Council. 

Section 85 requires a corporation to keep proper books of account and 
to prepare annual statements of accounts including a balance sheet, a state- 
ment of income and expenditure, and a statement of surplus, containing such 
information as is required normally by The Companies Act; also to include 
such other information as either the appropriate minister or the Minister 
of Finance may require. Subsection 3 of that section calls for an annual report 
and prescribes that it shall be submitted to the appropriate minister within 
three months after the end of the financial year, and that the minister shall 
submit it to parliament within fifteen days after he receives it. 

Also, there is provision for such additional reports as the appropriate 
minister may require. 

Section 86 gives the auditor of the corporation access to the books and 
such other information as he may require from the corporation or the cor- 
poration officers. Section 87 prescribes in some detail the type of auditor’s 
report that will be required in connection with agency and proprietary cor- 
porations. It is a more precise form of reporting than is required under The 
Companies Act. You will notice that it calls for a statement not only in 
regard to the balance sheet but also in regard to the statement of income and 
expenditure, but furthermore it requires a statement from the auditor as to 
whether or not the statements have been prepared on a basis consistent with 
that of the previous year. It is more in line I think with American practice 
and refers also to some greater extent current United Kingdom practice. 

There is provision for the auditor to call attention to matters which he 
feels should be brought to the attention of parliament including any transac- 
tions of the corporation which he feels are beyond the powers of the corpora- 
tion Other reports may be made to the appropriate minister, and it is pro- 
vided that the auditor’s annual report will be included in the corporation’s 
annual report to him. 

Section 88 finally provides that whenever the auditor believes a matter 
shall be brought to the attention of the Governor in Council, the Treasury 
Board or the Minister of Finance, he shall report through the appropriate 
minister. 

Those I believe, are the principal terms of the Crown corporations part. 


Mr. WRIGHT: I asked Mr. Sinclair in the House just why the Wheat Board 
was not included as a Crown corporation in the Schedules to the Act. Can 
you give me an explanation of that? 


Mr. Baus: I think, sir, the Wheat Board was incorporated with the prime 
object of marketing in an orderly manner in interprovincial and export trade, 
the grain grown in Canada. It is declared in the statute to be an agent of 
the Crown but that is largely for the purpose of litigation, and it is in fact 
regarded more as an agent of the farmer or grain producer than of the Crown. 
In view of the rather special nature of the Board’s functions, its relations 
with the producers, and their particular concern in its operation, it is not 
considered advisable to alter the existing relationship by making the provi- 
sion of the Crown corporations part applicable to the Canadian Wheat Board. 


Mr. WRIGHT: In that case, if it tables its annual report in the House, but 
is not included here as a corporation over which we have, as parliament, 
certain control that we have over other corporations, I know of no method 
whereby the growers themselves can use or can survey the annual report of 
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growers Saas the eed for the growers of exercising their right is to examin 
the Wheat Board—except through parliament? It seems to me that the Whea 
Board must be responsible to somebody. You say it is responsible to the: a 
the accounts of the Wheat Board through parliament. 43 


Mr. BAuLs: I am trying ne locate a cops of Ble eae 


- Wheat Board except through parliament. And if there is not, there should bers : 
some provision made for the growers to have that right, or Harliaeient should — a 
assume that right, on behalf of the growers. 


Mr. BALLS: Well, first of all the Canadian Wheat Board is subject to ‘Hes 4 
Canadian Wheat Board Act. Moreover, the provisions of the Crown Corpora-— d 


Board Act, and, although I am not absolutely certain, I think there are provi- 4 
sions in this latter Act with respect to the appointment of auditors and the | a 
presentation of an annual report. 


Mr. WricHT: But they report to eerie They do not report to the “4 
growers. 


Mr. Bauus: I think that is quite right. 


Mr. WriGHT: Well, we make no provision in this Act for checking, and 4 
the growers have no agency through which they can check, except through > « 
Parliament. That is the point. 


Mr. BALLs: In section 5B of the Canadian Wheat Board Act there is a 4 
provision for the board to keep proper books and accounts and to report to ~ 
the minister each year on or before the 31st day of March, and that report to — 
the minister is to be in writing. Furthermore, the minister is required to lay ~ 
a copy of each report of the board made under the provision of this section ; 3 
before parliament. 


Mr. WRIGHT: Yes, but you have just told us that the Wheat Board was not ~ 
included in crown corporations because it is an agency of the growers. But 
the growers under the Act have no way of checking the accounts of the Wheat ~ 
Board except through parliament because it is an entity which was brought 
into being by parliament. I think it should, however, be included in these 
crown corporations. . 


Mr. Cuark: Is there not an advisory committee? 


Mr. WRIGHT: Yes, but they have no authority to check accounts. They 
are just an advisory committee to the wheat board with regard to the policy — 
of the board and they have no ee under the Act to examine the accounts — 
of the wheat board. 


Mr. CLARK: Does not the laying of a report before parliament in accord- — 
ance with the Wheat Board Act give parliament an opportunity to examine © 
and investigate the operations of the wheat board on behalf of itself and on 
behalf of the growers? ; 


Mr. WricHT: Mr. MacKinnon, when the Act was introduced, stated that 
it would be placed before the Agriculture Committee of the House at each 4 
session. But it has not been placed before the Agriculture Committee of the 
House in the past 3 sessions. We have had 3 annual reports tabled in the 
House, but we have never had as an agriculture committee of the House an ~ 
opportunity to go into the details of those reports. I think they should be ~ 
included as one of the crown corporations. . 


The CHAIRMAN: Of course, the witness might not be the one to give his ~ 
- Opinion as to what should be government policy. I agree that there should be ~ 
a way whereby we could go into the accounts of the Wheat Board, but I wonder a 
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i Mr. WrIcHrt: It is not satisfactory to me. 
ig . Mr. Srncuarr: I shall ask the minister to come to our meeting tomorrow 
and then we might ask him whether or not the wheat board should be included 
as one of these agency corporations. Can we not let the item stand until then, 
Me Wright. 
a Mr. WRIGHT: Yes, but I want to express this opinion, that I agree with 
¥ ‘Mr. Clark when he says that this is an agency of the growers. But I think 
methere should be an agency whereby the growers would have the right to 
_ examine the accounts of the wheat board themselves, and that could be done 
if this corporation were set out in the name of the growers. 
a --‘Mr. Stncuatr: You are now going in the other direction. You want the 
% Act changed to give the growers a better opportunity of examining the records. 
a Mr. Wricut: It has certainly got to be in one place or the other, and I 
. 
= it should be the growers. 

Mr. CAMPNEY: Is not that a matter for consideration of the Wheat Board 

| Act? 

; Mr. Srncuatr: That is what I pointed out. 


_ The CHaIRMAN: Mr. Wright has brought in this matter of whether or not 
'in bringing in new legislation concerning crown corporations we. should 
' include the wheat board. But whether we should or should not look into 
: the wheat board administration is another matter. However, in asking why 
_ it was not included here, I think he was perfectly in order. 


i Mr. WRIGHT: That satisfied me. And I would like to have the minister 

here to question him. 

i The CHAIRMAN: The minister expressed a desire that any time any member 
of the committee’ wished, he would report instantly and be a witness before 
the committee. 


Mr. FuLTON: Why not get the Minister of Defence Production— 


The CHAIRMAN: We had him here last year, but I do not recall it produced 
very much results for the opposition members. Let us be satisfied with one 
minister now. 


Mr. FLEMING: Are there any other crown corporations or boards in 
_ existence which are not included in these three schedules at the end, besides 
the wheat board? 


Mr. Batis: Yes, there are several others: the Bank of Canada is not 
included; the Industrial Development Bank is not included; and there are also © 
several other bodies such as the Halifax Relief Commission and the Eastern 
Rockies Forest Service Board. The Bank of Canada, of course, is a highly 
- specialized corporation performing important banking functions. Its: mana- 
_geria! set-up in relation to the government is set out in considerable detail 
in the Bank of Canada Act, and it is not expected that it will call upon the 
government for financial assistance. 


| Mr. FLEMING: I think it is the other way around, is it not, that the govern- 
ment will call upon them for financial assistance? 


Mr. Batts: The Industrial Development Bank is a subsidiary of the 
Bank of Canada and it was considered by the minister desirable to treat it on 
the same basis as the bank itself. 


In regard to the Halifax Relief Commission and the Eastern Rockies Forest 
Conservation Board, those are bodies which have been established by the 
federal government in cooperation with provincial governments, and as it 
seemed that arrangements with respect to the control and regulations of such 
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joint enterprises should not be made unilaterally, but rather on the basis— 
of agreement with the two governments concerned, they were not included in 
the schedules to the bill. I think those are the principal ones which are not 
included. : | 7 

Mr. Bryce: The Winnipeg Dyking Board? 

Mr. Baus: The Greater Winnipeg Dyking Board and the Fraser Valley — 
Dyking Board were not included. — q 

Mr. FuLtTOoN: The Dominion-Provincial Board for the Fraser basin is a — 
board which was set up to study development of the Fraser Valley. What 
about it? 

Mr. Batts: I am not familiar with that organization, but I suspect it is © 
not a body corporate. | 

The CHAIRMAN: Is there anything in this part that provides for crown 
corporations that their books and accounts shall be included in the public © 
accounts in more detail than just the balance sheet? | 

Mr. Baus: No. 

The CHAIRMAN: That is a question of policy. And.the next one: is there — 
any reason why the auditor general would not be the auditor general of such | 
corporations the same as for the regular departments? I shall not ask the 
witness that question. That would probably be one to ask the minister. 

Mr. FLEMING: Have you now given us all the crown corporation or boards ~ 
having corporate existence which have not been included in the schedule 
to this Act? 3 

Mr. Baus: To the best of my knowledge, sir, yes. 

The CHAIRMAN: Shall we start with item 76 and go on for another 5 or 
10 minutes? 

Mr. FLEMING: Shall we not rise at 5.45 o’clock? 

The CHAIRMAN: Should we not carry on to 6:00 and try to hurry up the 
study, because tomorrow, if we have the minister with us, I feel that the 
meeting will be longer than was expected and that we are still left with 
30 sections. Do you mind very much if we carry on until 6:00 o’clock. 

Mr. FLEMING: Remember, Mr. Chairman, we started at 3:30 today. 

The CHAIRMAN: But you are a strong man. 

Mr. FLEMING: You are going to make an old man out of me. 


The CHAIRMAN: Section 76? 


PART VIII. 
CROWN CORPORATIONS. 


76. (1) In this Part 

(a) “agency corporation” means a Crown corporation named in 
Schedule C; 

(b) “auditor” means, in relation to a corporation, the person authorized 
by Parliament to audit the accounts and seer transactions of 
the corporation; 

(c) “Crown corporation” means a corporation that is ultimately account- 
able, through a Minister, to Parliament for the conduct of its affairs, 
and includes the corporations named in Schedule B, Schedule C and 
Schedule D; 

(d) “departmental corporation’? means a Crown corporation named in 
Schedule B; and 
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(e) “proprietary corporation” means a Crown corporation named in 


a Schedule D. 
usr (2) The Governor in Council may by order delete the name of 


% any corporation from Schedule B, Schedule C or Schedule D. 
- (3) The Governor in Council may by order 
(a) add to Schedule B any Crown corporation that is a servant or agent 
of His Majesty in right of Canada and is responsible for adminis- 
trative, supervisory or regulatory services of a governmental nature; 
(b) add to Schedule C any Crown corporation that is an agent of His 
Majesty in right of Canada and is responsible for the management 
of trading or service operations on a quasi-commercial basis, or for 
the management of procurement, construction or disposal activities 
on behalf of His Majesty in right of Canada; and 
(c) add to Schedule D any Crown corporation that 
(1) is responsible for the management of lending or financial 
operations, or for the management of commercial and industrial 
operations involving the production of or dealing in goods and 
the supplying of services to the public, and 
(ii) is ordinarily required to conduct its operations without appro- 
priations. 


Mr. FLEMING: We will compromise with 10 minutes to six. 

Mr. SIncuarir: There is one reservation about the inclusion under schedule 
(c) at the back, to be expanded to include or not to include the wheat board. 

Mr. FLEMING: We are not passing on the schedules? 

The CHAIRMAN: No. We are starting item by item; now, section 76, that 
is just descriptive and we have had information on that already. 

Mr. FLEMING: The question arises with respect to subsection (2) which 
reads: 
. “The Governor in Council may by order delete the name of any 
corporation from schedules (b), (c), or (d).” 

I wonder if Mr. Balls could tell us why that power is required. 

Mr. BALLs: In view of the possibility, sir, that the nature of the operations 
of a corporation may change, it well may be that a corporation which at one 
period may be undertaking what may be essentially an agency corporation 
operation may be required to undertake operations which are more those 
of the nature of a.proprietary corporation. This sub section (2) of section 76 
permits the deletion of the name of a corporation from one schedule and, 
under subsection (3) it permits it to be listed in another. 

Mr. FLEMING: It does not say that if it is deleted from one schedule it must 
be listed under another. 

Mr. Bats: No sir, that is so. 

Mr. FLEMING: I do not follow that. You have given us the reasons, if I 
understand them, that at some stage or other the Governor in Council may wish 
to transfer a corporation from its present schedule in the Act to another schedule. 
But that is not what this section says. 

Mr. CLARK: I do not think that the Governor in Council would want to 
delete a corporation from any of these schedules unless it were putting it into 
one of the other groups. Now, if you think that the Governor in Council should 
be restricted or prohibited from deleting a corporation from one schedule unless 
this, and it is moved into another schedule, I do not think that we would have 
any objection, or I do not think the minister would have any objection to that, 
if provided you think it is really necessary. 
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Mr. FLEMING: I do. Otherwise Were is Bathing inde this Ace to preve ent a 
the Governor in Council on the day after this comes into effect from deleting” 
every corporation in schedule (b), (c) or (d) from the whole Act. oe 

Mr. Stnciarr: Then why would the government put it forward now? | a 

Mr. FLEMING: That is not the test here. Surely, we are not going to enact "i 
legislation in a form like this, where that result could follow? 1 

Mr. SINCLAIR: It could, yes. | 

Mr. FLEMING: Surely the case made out here by Mr. Balls is for some pow emg 
to shift a corporation from one schedule to another where the functions of the © 
corporation have changed so as to bring it more closely under the general | 
designation of a departmental corporation in one case, or a proprietary corpora- — 
tion in another case. So if there is a change in the nature of a corporation, © 
I think the authority is required to shift it from one schedule to another, and 
where a change has occured in the functions of the corporation, that brings its — 
functions under this or that category which is designated in the schedule to. ‘i 
which it is proposed to transfer it. a 

Mr. SINCLAIR: I wonder whether subsecitons 2 and 3 should not be Bh 
in conjunction? Before it can get into the schedule (b), (c) or (d), they first 
have to delete the corporation from the other schedule. And if ect is going to. j 
be a change, surely 2 and 3 have to be changed. . 


The CHarrMaAN: I think that Mr. Fleming has a point as to the wording, Tt 


mean, to give real meaning to deleting, or what they want to do. I think that ‘ 
should be reconsidered. 4 


Mr. FLEMING: There is a further point in the light of what Mr. Sinclair said. | 
Subsection 3 is there only to include new corporations coming into existence. Li 
think the purpose of subsection 3 is to deal with new corporations which are 
not now in the Act, but I do not think we want to legislate so loosely that we © 
put a long list of corporations in this schedule when it would lie within the : 
power of the Governor in Council to take them all out. c 


Mr. SINCLAIR: Let this stand for the minister tomorrow. g 

Mr. Gipson: Is section 77 new entirely? oi 

Auditor General Eligible : 

77. Notwithstanding any other Act, the Auditor General is eligible ; 

to be appointed the auditor, or a joint alidiior, of a Crown corporation. p 

The CHAIRMAN: The whole section is new, yes. 

Mr. Gipson: And the Auditor General is not necessarily eligible? At 

Mr. CLARK: There are certain cases where the Auditor General under the q 

existing Act would not be eligible to audit certain corporations because of 

certain provisions in the statutes governing those corporations, but he is made — 

eligible under this legislation. : 

Mr. Gipson: What is that? ‘ 

Mr. Cuark: This bill makes him eligible to act as auditor of any crown cor- 

poration though he would have to be appointed in particular cases by Act of i 

parliament; for instance in case of the C.N.R. Act. In other cases he would q 

have to be appointed by the Governor in Council. 4 

The CHAIRMAN: Is there any reason why the office of the Auditor General 

should not perform such services for all government bodies of that kind? ' 

Mr. CLark: I think that is a matter on which the Minister himself should © 
speak. 


The CHAIRMAN: Section 78. | 

78. (1) Sections seventy-nine to eighty-eight, both inclusive, apply | 

to agency corporations and proprietary corporations, but in the event of © 

any inconsistency between the provisions thereof and the provisions of . 
any other Act, provisions of such other Act prevail. 
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(2) This Part does not apply to departmental corporations except 
as- provided in section seventy-six. 

is Mr. Now.Lan: What is the function of the audit board? How does the 
- audit board act? Does it have responsibility for the financial affairs of the 
_ Canadian National Railways, the Canadian Mercantile Corporation, and others 
a of that kind? Does the audit board function at all? 


Mr. CLARK: No, it does not. It has been obsolete for 20 or 30 years. 


i Mr. Now.tan: There is no supervisory authority in Canada, no body which 
takes its place? 

Mr. CLarK: This Act, by the way, Mr. Nowlan, makes provision for the 
te ‘lag of that Act. 


4 Mr. Now.an: Oh yes, I wondered; it has not been functioning at all? 
os Mr. CLARK: No, not since the 1920’s. 

The CHAIRMAN: Section 77? 

“y Carried. 

Section 78? 

Carried. ‘ 


Section 79: 
79. The financial year of a Eoraoea ior is the calendar year, unless 
the Governor in Council otherwise directs. 


Mr. FLEMING: On section 79; does this make any change in the financial 
Hy year of any of these corporations? 


Mr. Batts: There are a number for which this will not make any auto- 

“matic change because the provisions of special legislation will still prevail: in 

other words, if the provision of an Act such as that establishing the Canadian 

_ Commercial Corporation prescribes the annual report of its current operations 

- as being for the 12 month period ending on the 31st of March, that would still 
apply. 


Mr. FLEMING: I think that is quite clear, but I think there are cases where 
the special Act of a Crown corporation may not make provision concerning 
its financial year. My question is will section 79 change the financial year of 
any of these corporations? 


Mr. BALLS: Yes. 
Mr. FLEMING: Which ones? 


Mr. Baus: I think that Canadian Arsenals Limited, Canadian Patents 
and Development Limited, Defence Construction Limited, Commodity Prices 
Stabilization Corporation, Eldorado Mining and Refining Limited, Northern 
Transportation Company, and Polymer Corporation Limited; do not have 
specific statutory provisions with respect to their financial years. But there is, 
of course, a provision in this section that the financial year shall be the calender 
-year unless the Governor in Council otherwise directs. It is conceivable that 
the Governor in Council may direct with respect to some of these that the 
fiscal year ending the 31st of March shall continue to be the financial year: of 
the corporation. . 


Mr. FLEMING: In all of these cases that you have mentioned, I think there 
were seven or eight of them, the financial year is now established by order in 
council? 


Mr. BALLs: No, sir, some of them now have their financial year established 
under the provisions of the Government Companies Operation Act, section 10 
of the Government Companies Operation Act, which will be repealed by this 
bill. 
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Mr. FLEMING: May I ask in general about the relationship of the financial a 
year of these Crown corporations to the government fiscal year? What is the — 
argument for and against, say? I am thinking particularly of the relationship a 


they have to public accounts and matters of direct interest to parliament. 


Mr. BALLS: Well, I think there are two purposes in suggesting that the 


general principle should be that the financial year of corporations should be 4 


the calendar year; the first is to enable the results of the operations, of the 
corporation for a financial period to be incorporated in the public accounts; 
in other words, to permit the books and accounts for any year to be closed 
insufficient time to enable all the results of the years’ operations to be recorded 
in the public accounts. The second, and a most important purpose, is to set 
a date which is convenient to the Auditor General; because, otherwise, he 
would be required to conduct not only his audit of the public accounts but 
also his audit of the Crown corporations, of which he is the auditor, all as of 
the 31st of March. It is a heavy burden to audit public accounts themselves 
without requiring these other audits to be done during the same _ period. 
If they had to be done during the same period it would be an extremely 
heavy load. 


Mr. FLEMING: Are there any corporations whose financial Veate end other 
than on December 31, or March 31st? 


Mr. BALLS: Yes, the Canadian Wheat Board which is July 31st, and the 
Industrial Development Bank which I think is the 30th of September. 


Mr. FLEMING: Those are the only exceptions? 

Mr. BALLs: To my knowledge. 

Mr. FLEMING: To the general rule? 

Mr. Batts: To my knowledge. 

Mr. FLEMING: Is there any reason, from Mr. Seller’s point of view, why 


exceptions should be made of these two? I am thinking about some of the 


limitations of the powers in section 79 given to the Governor in Council to 
direct otherwise. I presume that power is broad enough to change the fiscal 
year of any corporation which is not fixed by its own special Act, and it could 
mean a heterogeneous variety of dates for the termination of fiscal years in 
these groups of Crown corporations. Would that be desirable? 


Mr. SELLAR: Well, sir, there is one of the companies that had a date the 
end of August. That was the Sugar Stabilization Corporation; and Mr. Balls 
was erroneous when he spoke about Eldorado; that is December 31st. The other 
is the Northern Transportation, on December 31st; and that is the date they 
had when they were an Ontario corporation, privately owned, and we have 
continued that. Now then, in reply to your question: The big advantage of 
December 31st, is because the ordinary man thinks of the financial year very 
much in terms of the calendar year. The second advantage of December 31st, 
apart from that one thing, is that if we had to audit all the reports within 
three months from the first of January, they would come before parliament— 
they would have to be tabled within 15 days after—in other words by the 
15th of April; so there is really a big advantage in having December 31st. 
Now, as to these other dates, the Wheat Board is dictated by the old practice 
of the grain trade. The grain trade uses the crop year. In the sugar trade 
it was similar. I don’t know about the bank, I suppose it was fixed when 
it was incorporated. 


Mr. CLARK: No, it actually was not done until some time after it was 
incorporated. We thought when we started off that we would have the fiscal 
years of the two corporations ending on the same date, that is, on December 
dist, but we found it was just not possible to get the audit of the Industrial 
Development Bank ready in time for the annual meeting of the Bank of Canada 
if the fiscal year of the I.D.B. ended on December 31st, so we put it back three 
months, that is to say, to September 30th. 
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_ Mr. WricuHT: In regard to the wheat board, I wonder if that would not 
_ be the crop year? 


Mr. CLARK: The crop year is used there. 


_ Mr. WricHtT: The crop year ends July 31st, the weighover in the elevators 
must take place at the time when there is the least grain in them. 


Mr. FLEMING: Then the only two exceptions under this particular heading 
would be the wheat board and the one you mentioned, I think it was the 
Sugar Stabilization Corporation? 


Mr. CLARK: That has been wound up. 


Mr. SELLAR: That has been wound up. I was just giving you an illustra- 
| tion. That was dictated by the practice in the sugar trade, just the same 
as in the grain trade, which is for the end of the crop year. 


Mr. FLEMING: It comes down to this then, that the wheat board is the 
only Crown corporation which has a fiscal year ending other than on Decem- 
ber 31st or March 31st? 


Mr. BALLS: And the Industrial Development Bank. 


Mr. FLEMING: I am concerned about the wording in this section, about the 
power in section 79 where it says, “unless the Governor in Council otherwise 
directs”. I wonder if there should not be some limitation there having regard 
to the general desirability of adhering to one date or the other, either December 
3lst, or March 31st? 


Mr. SELLAR: You are looking at me, sir. I will try to answer, although I 
may not know the answer. The situation may be that a body is so connected 
with Mr. Howe’s department of Defence Production that it may be financed 
by advances from his votes, and it may be more convenient to have its fiscal 
year end March 31st to tie in with the Department of Defence Production. 
That is, I think, what they had in mind when they put in that reservation. 


Mr. CLak: That is one of the reasons. I think probably there is another 
reason as well. I think that if it were practicable it would be desirable 
to have all Crown corporations have their year end on the same date 
as the government fiscal year ends, namely March 31st, because then you 
would have the complete story of all government business for the same 
12 month period. Now, it is not practicable to do that because of the 
factors that Mr. Balls mentioned for practical reasons. We have to go back 
in a great many cases to December 3lst. You will find, I think, that the 
general practice established under this will be December 31st. There will be a 
few corporations whose fiscal year will end on March 31 where it is practicable 
and, as I said, desirable. There will be one or two, one the Wheat Board and 
the Industrial Development Bank, where for other good and efficient reasons, 
will have some other year-end. I believe however the desire of the Governor 
in Council will be to get as high a degree of uniformity as is practicable. 


The CHAIRMAN: Shall we pass on to item 80? 


Mr. SELLAR: Mr. Cairman, may I say a word in order to complete 
my statement. I overlooked the National Harbours Board. Its financial year 
ends on December 31 now. It is listed here. 


The CHAIRMAN: Shall we pass on to item 80? 


Mr. FLEMING: There will be a lot of questions on section 80 on this matter 
of operating budget. This is a good place to adjourn, I would say. 

The CHAIRMAN: Mr. Fleming moves we adjourn. I want to ask something 
from the parliamentary assistant: would it be considered advisable to wind 
up our study of the bill and then call the minister, after having set aside 
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all the items that members want particularly to ask him eieetione on, ay 
than have him come immediately, before our work on the bill is finished. 

Mr. SIncLAIR: He would appreciate that because he has been away SO long y 
it is a hard job for him to catch up on his work. ED, 


The CHAIRMAN: Then we will carry on this study of the bill at the ne ctl 
meeting and at the following meeting, or as soon as possible, ask ey minister 
to come. a 

Mr. FLEMING: I would suggest we could save time if he Soren come here 
first and let him make a statement or be asked questions on the matters that — 
members want to ask him questions on, and then he does not need to stay. for a 
the review of the other sections. a 

Mr. WricHt: As far as I am concerned, the questions that I would have to 
ask the minister and his answers would not take more than 15 minutes. : 

The CHAIRMAN: The point is this, that we could not have had the minister _ 
from the first clause and ask him to ve with us all the way through, but I think — 
as soon as we have dealt with the bill satisfactorily—up to now most of the 
questions are administrative questions and technical questions answered. bya 
officials—we should carry through as we have done up to now, and when we 
are through with the bill and want to go into questions of policy the minister 
~ shall be called. a 

Mr. JuUTRAS: May I remind you the House is sitting at 11 o’clock tomorrow 
morning. a 

The CHAIRMAN: Then we will meet tomorrow morning imnsedrtees after 
the orders of the day are called. fr 

Mr. FLEMING: With regard to asking questions of the minister, I gather thea 
minister is open to answer any questions on any item in the bill. 


The CHAIRMAN: I am not ruling on that. We held certain items open for 
him and we shall ask him on these, but if members have any other questions — 4 
they can ask them, too. 


Mr. FLEMING: But the whole bill is open for members to ask him questions — 


<a ; 


if y 


on? . 
The CHAIRMAN: Yes. 
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REPORTS TO THE HOUSE 
THURSDAY, December 18, 1951. 


The Standing Committee on Public Accounts begs leave to present the 
following as a 
SECOND REPORT 


Your Committee has considered Bill No. 25, An Act to Provide for the 
Financial Administration of the Government of Canada, the Audit of the 
Public Accounts and the Financial Control of Crown Corporations, and has 
agreed to report the said Bill ‘with amendments. 


A copy of the Evidence adduced in respect of the said Bill is appended 
hereto. 
All of which is respectfully submitted. 


L; PHILIPPE PICARD, 
Chairman. 


THURSDAY, December 13, 1951. 


The Standing Committee on Public Accounts begs leave to present the 
following as a 
THIRD REPORT 


Your Committee recommends that the annual reports of all Crown Cor- 
porations be published together in one section of the Public Accounts. 


Your Committee further recommends that the annual report of every Crown 
Corporation should be referred for study to a select committee of the House. 


All of which is respectfully submitted. 


LD; -PHIETP PEs PICARD: 
Chairman. 


4 MINUTES OF PROCEEDINGS 


WEDNESDAY, December 12, 1951. 


The Standing Committee on Public Accounts was to have met at 11.30 
- o’clock a.m., but the division bells having rung at that time the Committee met 
- at 12.15 o’clock p.m. this day. 


Mr. Picard, Chairman, presided. 


| Members present: Messrs. Ashbourne, Boisvert, Browne (St. John’s West), 

Cavers, Cloutier, Fleming, Fraser, Fulford, Fulton, Gauthier (Portneuf), Helme, 

- Jutras, Kirk (Digby-Yarmouth), Macdonnell (Greenwood), Major, Richard 
- (Ottawa East), Sinclair, Wright. ; 


In attendance: Mr. Watson Sellar, Auditor General; Dr. W. C. Clark, Deputy 
Minister of Finance; Mr. R. B. Bryce, Assistant Deputy Minister of Finance; 
Mr. B. G. McIntyre, Comptroller of the Treasury; Mr. H. R. Balls, Special Assis- 
tant (Accounting), Department of Finance, and Mr. D. H. W. Henry, Solicitor 
to the Treasury. 


The Committee resumed consideration of Bill No. 25, An Act to Provide 
for the Financial Administration of the Government of Canada, the Audit of 
_ the Public Accounts and the Financial Control of Crown Corporations. 


Part VI of the bill relating to Public Accounts, being clauses 63 and 64, 
was called, considered and adopted. 


Clauses 80 to 88 inclusive, of Part VIII of the bill relating to Crown Cor- 
_ porations, were called. 


. During the proceedings the witnesses answered questions specifically 
referred to them. 


At 1.00 o’clock p.m. the Committee adjourned to meet again at 2.45 o’clock 
this day. : 


AFTERNOON SESSION 
The Committee resumed at 2.45 o’clock p.m. Mr. Picard, Chairman, presided. 


Members present: Messrs. Anderson, Ashbourne, Benidickson, Blue, Bois- 
vert, Browne (St. John’s West), Campney, Cavers, Cleaver, Cloutier, Croll, 
Denis, Fleming, Fraser, Fulford, Fulton, Gauthier (Portneuf), Helme, Jutras, 
Kirk (Digby-Yarmouth), Macdonnell (Greenwood), Major, Noseworthy, Richard 
(Ottawa East), Sinclair, Wright. 


In attendance: As indicated for the morning session. 
Clause 76 of Part VIII of the bill relating to Crown Corporations was called 
and it was agreed that subclause (2) thereof be amended by adding after the 


words “Schedule D” the words and shall thereupon add the name of that 
corporation to the appropriate schedule in accordance with subsection three. 


Clause 76, as amended, was adopted. 


Clauses 80 to 88 inclusive of Part VIII of the bill relating to Crown 
Companies were again called. 
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At 3.25 o’clock p.m., the Hision bells having rung, the Be of the 4 
Committee were ered The Committee resumed at 3.45 o ‘clock Dime a ‘a 


Clauses 82 to 88 inclusive were again called. 
Clauses 82, 83 and 84 were considered and adopted. 


On Clause 85: 


Mr. Wright moved: m 
That clause 85 be amended by the addition thereto of a new sub- a 
paragraph (4), and that the present subparagraph (4) be re-numbered ~ 
(5). The new subparagraph (4) to read: “That at each session of “| 
Parliament the annual reports laid before Parliament for that year for q 
companies in Schedules C and D shall be submitted to a Standing or a 
Special Committee of the House for its consideration.” M 


At 3.55 o’clock, the division bells again having rung, proceedings of the - 
Committee were interrupted. The Committee resumed at 4.20 o’clock p.m. 


Clause 85, and Mr. Wright’s amendment thereto were called. 


After discussion the Chairman ruled the amendment out of order on the 
grounds that it was beyond the power of the Committee to give direction to — 
the House by incorporating in an Act of Parliament a section laying down the ~ 
action to be taken with respect to certain documents tabled in the House, and ~ 
further, that if any such direction were to be given it would, of necessity, have — 
to be by way of an amendment to the Standing Orders of the House. 

Thereupon Mr. Sinclair moved that subclause (2) paragraph (a) of clause 
85 be amended by deleting the word Monneeer ti in line 32 thereof and 
inserting the word expense. 


After discussion the said amendment was agreed to. 
Clause 85, as amended, was adopted. . 
Clause 86 was called, considered and adopted. 


On Clause 87: 4 
Mr. Sinclair moved that subparagraph (iii) of paragraph (b) of subclause 
k 
. 


Seen 


(1) be amended by deleting the word “expenditure” where it occurs in lines— 
25 and 26 thereof and inserting therefor the word expense in each case. 


After discussion the said amendment was agreed to. 
Clause 87, as amended, was adopted. a 


On Clause 88: 


Mr. Fulton moved that the said clause be amended by adding the word d 
forthwith after the word ‘‘made” in line 47 thereof. 4 


After discussion the said amendment was agreed to. 
Clause 88, as amended, was adopted. 


By unanimous consent the Committee reverted to clause 31 of Part III 
of the Bill in relation to Public Expenditures, and after discussion the said 
clause was allowed to stand until the next meeting of the Committee. 

Part IX of the bill relating to Civil Liability and Offences, being clauses 89 
to 94 inclusive, was called, considered and adopted. 

Part X of the bill, Miscellaneous, being clauses 95 to 100 BOS was 
called, considered and adopted. 
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Part XI of the bill, being clauses 101 and 102, was aoe considered and 


a adopted. 
2 Schedules A re E inclusive were severally called, considered and adopted. 
: The Committee then reverted to Clause 71 of Part VII of the bill relating 


to The Auditor General. 


: After discussion it was agreed that the said clause be amended by deleting 
. the words “undertaking or service” in line 33 thereof and inserting therefor 
the words person or organization. 


at 


, Clause 71, as amended, was adopted. 


re 


; During the course of the proceedings the witnesses answered questions 
_ specifically referred to them. 


j At 6.05 o’clock p.m. the Committee adjourned to meet again at 8.30 o’clock 
p.m. this day. 


EVENING SITTING 
The Committee resumed at 8.30 o’clock p.m. Mr. Picard, Chairman, presided. 


Members present: Messrs. Ashbourne, Cauchon, Cavers, Croll, Fleming, 
_ Fraser, Fulford, Gauthier (Portneuf), Gibson, Helme, Jutras, Kirk (Digby- 
Yarmouth), Macdonnell (Greenwood), Major, Sinclair, Wright. 


. In attendance: The Honourable D. C. Abbott, K.C., Minister of Finance, and 
the same witnesses as indicated for the morning session. 


Clause 1 of Part III of the bill relating to Public Disbursements was called. 


: Mr. Sinclair moved that subclause (6) of the said clause be amended by 
- deleting the whole of subclause (6) and inserting therefor the following: 

31 (6) Whenever the Comptroller is of the opinion that a doubt 
exists as to the legality or otherwise of a proposed charge to an appro- 
priation provided for the expenses of the Senate, the House of Commons 
or the Library of Parliament, he shall forthwith, through the Minister, 
draw the matter to the attention of the appropriate Minister who shall 
obtain a decision in accordance with such procedure as may from time 
to time be prescribed by the Senate or the House of Commons as the case 
may be or, in the case of the Library of Parliament, by the Senate and 
the House of Commons, and the Comptroller shall act in accordance 
with the decision. 


After discussion the said amendment was agreed to. 
Clause 31, as amended, was adopted. 


Clauses 38 and 39 of Part III of the bill relating to Public Disbursements 
- were called, considered and adopted. 


By unanimous consent the Committee reverted to Clause 77 of Part VIII 
of the bill relating to Crown Corporations. 


After discussion Mr. Kirk (Digby-Yarmouth) moved that the present clause 
be re-numbered subclause 77 (2) and that there be added a new subclause, to 
_ be subclause 77 (1), and to read as follows: 
{ 77 (1) Where, in respect of a Crown Corporation 
(a) no provision is made in any Act for the appointment of an auditor to 
audit the accounts and financial transactions of the corporation, or 
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(b) he auditor is to be appointed pursuant to the Companies Act, 1934, 


* the Governor in Council shall designate a person to audit ‘thea a 


accounts and financial transactions of the Corporation. 
The amendment was adopted. 
Clause 77, as amended, was adopted. 
The Title was considered and adopted. 


The Bill, as amended, was adopted, and the Chairman ordered to report 
the said bill to the House with amendments. 


During the proceedings the Hon. Mr. Abbott answered questions in respect 


of certain clauses of the Bill. . 


The Committee then approved a draft report submitted by the Chairman. 


Mr. Wright then moved that the Committee submit a separate report to the 
House recommending that the annual report of every Crown Corporation should 
be referred for study to a select committee of the House. 


Mr. Sinclair moved that the motion of Mr. Wright be amended by adding 
thereto, “and that the annual reports of all Crown Corporations be published 
together in one section of the Public Accounts’’. 


After discussion the amendment was agreed to. 


The motion as amended was agreed to, and the Chairman ordered to make 
a separate report to the House incorporating the said recommendations. 


At 10.00 o’clock p.m. the Committee adjourned to the call of the Chair. 


Be J.) GRAPRES 
Fr Clerk of the Committee. 


EVIDENCE 


HOUSE OF COMMONS, 
December 12, 1951. 


The CHAIRMAN: Gentlemen, the meeting will now come to order. I think 
we should go on and take up today, with your consent, items 63 and 64 on 
_ page 19 which were left in abeyance yesterday at the request of Mr. Macdonnell. 
_I wonder if the Auditor General would step forward because these articles deal 
with public accounts and concern him to a certain extent. 


Item 63. 
PARE Vi 


PuBLIc ACCOUNTS 


63. (1) The Minister shall cause accounts to be kept in such a 
manner as to show, 
(a) the expenditures made under and commitments chargeable against 
each appropriation, 


(b) the revenues of Canada, and 
(c) the other payments into and out of the Consolidated Revenue Fund. 


(2). Subject to regulations of the Treasury Board, the Minister 
(a) shall cause accounts to be kept to show such of the assets and direct 
and contingent liabilities of Canada, and 
(b) may establish such reserves with respect to the assets and liabilities, 
as in his opinion are required to give a true and fair view of the 
financial position of Canada. 


(3) The accounts of Canada shall be kept in the currency of Canada. 


Mr. MacDONNELL: This raises the whole question, Mr. Chairman, of the 
method by which public accounts are kept. I wonder if I might ask a general 
question, particularly in view of the fact that this Act if published would set 
up a system which is likely to prevail for a long time: How far was considera- 
tion given to substantial alterations in the method of keeping public accounts 
which at the present, as you know, are purely on a cash basis? 


I have here a report of a committee appointed at Westminster. It is called 
“Final Report of the Committee on The Form of Government Accounts”, which 
discusses this question. Nobody pretends you could easily shift over to the 
ordinary business system which is called the income and expenditure basis; 
‘but I would like to ask how far those who prepared the bill considered whether 
some approach to methods prevailing in ordinary business enterprise might 
be made. I ask whether they have considered that, and whether they feel that 
anything can be done. 

I think we all feel there is a certain anomaly in dumping everything that 
comes in into one pot and treating it as though it was all of the same nature. 
I think I have said enough to indicate my question, but I would like to ask 
whether in the preparation of the bill any opinion was asked from outside 
bodies, such as the Institute of Chartered Accountants, if I have got the right 
name. 


ibe 
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Mr. CLARK: This is a problem, of course, that has been under very active 4 


consideration over a great many years, and it is a problem which comes up ~ 


constantly in our own discussions in the department. I think it is a question, 


as you have said, Mr. Macdonnell, which has been decided on the basis of a 4 
substantial adherence to the cash accounting system. We depart from it in one ~ 


or two respects but in so far as the government’s own accounts are concerned, 


the cash accounting basis is predominant. That is so because we think it is 


the only way, really, in which you can get effective control by Peas over 
public moneys and over the expenditure of public moneys. 

That I think is the decision that has been reached by the British committee 
to which you refer. That committee was appointed in 1947 and it made its 


report in 1950. They had before them representatives from many accounting _ 


bodies as well as from other experts, and they considered this thing very care- 


fully and reached the conclusion which we have reached as a result of experience 


over quite a number of years. 

I would like to.call particular attention to appendix D in that report where 
they discuss the differences that exist between considerations relevant to 
commercial accounting and considerations relevant to accounting for govern- 
ment transactions. I would like to quote two or three sentences in it. 


The CHAIRMAN: Might I say, Dr. Clark, that since we do not have that — 


report, would you mind, when you refer to a clause, reading it so that all the 
members may know what it is all about, because we cannot get copies of this 
report. 

Mr. CLARK: The report I am referring to is ‘““The Final Report of the Com- 
mittee on the Form of Government Accounts’. It is the report of the so-called 
Crick Committee appointed by the British Government in 1947 to consider 
mainly this question, although they considered as well as a-number of allied 
questions. 


I referred a moment ago. to appendix D of the official report which is 


devoted wholly to a discussion as to whether the principles applying to ordinary 
business and commercial accounting are appropriate for government account- 


‘ 


ing. They reached a negative decision; they confirmed the practice which has | 


been followed by the British Government in substance for a great many years, 
and the practice that we have followed. 

I should perhaps point out, lest I be misunderstood, that they as well as we 
think that those crown corporations which perform business operations should 
come under the ordinary type of business or commercial accounting, accrual 
accounting rather than income and expenditure accounting. But I shall speak 
primarily of government accounting as such. As I was saying, I would like to 
read one or two sentences from this appendix. 


In paragraph 2 of that report sai speak of the requirements of the law 
and they say: — ) 

The requirements of law in respect of government accounting are in 

many Ways unique; both the statutes and the rules and practices approved 


thereunder by the Treasury and accepted by the Comptroller and Auditor . 


General are devised for a different purpose—the purpose, namely, of 
ensuring effective control by the House of Commons, as representing 
the community of taxpayers, over all spending for which it provides the 
money year by year in one way or another. When this difference is 
noted it becomes less irrational or archaic than some critics would seem 
to suggest that government accounting should still be conducted on a 
“cash basis’’. 


A little further on, in paragraph 6, the report reads: — 
In contrast, all the activities, however varied their nature, of a 
business undertaking are directed to one central purpose; the main- 
tenance, over a long run, of such a surplus of current revenue over 


PUBLIC ACCOUNTS 117 


current outlay as will at least keep the invested capital intact and allow 
' of periodical distributions to the proprietors. 


Se I quote that sentence to contrast it with the purpose of government 
a accounting stated in the first sentence I read. 

Now I would like to read paragraph eleven, the last paragraph in this 
- appendix which relates to liability accounting. 


A further disparity arises from the difficulty of attaching to the 
word “‘liabilities” in the context of government finance a meaning which, 
while sufficiently comprehensive, is closely comparable with what is 
understood by the word in relation to a business undertaking. One 
type of government liability on which it is particularly hard to put a 
figure arises from costed contracts and similar arrangements, where final 
/ payments may of necessity not be determinable until some time after 
. completion of the work of delivery of goods. Another is the capital 
liability in respect of superannuation payments to employees of the 
government, the scale of which—and indeed the continuation of which 
on any scale—is entirely within the will of parliament to determine at 
any time it may seem fit. A still more striking contrast between govern- 
ment and business arises from the system of what may be called 
“delegated expenditure’. Substantial amounts of government outlay take 
the form of grants to local authorities or other agencies, the computation 
of which is impracticable until the total expenditure of the agency has 
been determined. It is true that the best-informed ‘‘guess’”? has never- 
theless to be made, for the purpose of the department’s estimates, of the 
prospective outlay on this account during the year; but figures thus 
arrived at can hardly be firm enough for inclusion in accounting records 
leading up to a balance sheet. Further, the extent to which such sub- 
ventions may ultimately take the form of grants on the one hand and 
recoverable loans on the other is sometimes impossible to foresee with 
substantial accuracy. There is nothing quite comparable in business 
with “liabilities” of this kind; and a reasonably reliable and inclusive 
estimation of liabilities at the beginning and end of each period is an 
indispensable element in efficient business accounting. Government 
liabilities are, much more than those in business, matters of policy 
rather than of contract; policy may undergo radical changes, often 
under pressure of unforeseeable circumstances; and the ultimate liability 
in respect of any particular provision—for example, war damage pay- 
ments and the financing of local authorities’ emergency housing activities 
—frequently turns out to be far different from the sum originally 
envisaged. 


aN. 


I could read what they -say on the assets side, and develop for you certain 
differences between business and government accounting from the asset point 
of view but I am not going to take your time to do that. All I wish to suggest 
is that a very competent committee went into this problem very fully in the 
United Kingdom and we were interested to see that this Committee came to 
exactly the same conclusions that we have come to arising out of our experience 
over a good many years. I would also like to refer to the decision of the 
British government. According to the British Hansard of June 21, 1951, Mr. 
Benson asked the Secretary to the Treasury whether he was in a position to 
indicate the views of His Majesty’s Government on the recommendations of 
the Final Report of the Committee on the Form of Government Accounts, and 
this is what Mr. Jay replied: 

Mr. Jay: Yes. His Majesty’s Government find themselves in sub- 
stantial agreement with the views of the committee on the main 
questions canvassed in their report. In particular, they entirely agree 
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with the central conclusion of the committee that government accounts — 
as a whole should remain on a cash basis. They regard this verdict by ~ 
an expert and authoritative body of the standing of the committee, includ- — 
ing as it did eminent members of the accountancy profession, as of great 


importance. 


In a word, we are also convinced that: the basis for effective control over — 


expenditures of public moneys by parliament is a cash accounting system. 


When going over the provisions of some of the earlier parts of this bill, I 4 
called your specific attention to the fact that the definitions of consolidated — 
revenue fund and public moneys and several sections in the disbursements 


part of the bill relating to estimates and appropriations, and so on, all speak 
in terms of a cash basis. We believe very strongly that if we were to change 


from that basis to accrual accounting, including depreciation charges and all ia 
the rest of it, we would greatly confuse the issue, make it more difficult for — 


parliament to follow the financial operations of government and maintain its 
control. 


Mr. MAcDONNELL: I would not argue against a word that you have said 
because it seems to me that is borne out: by the report of this committee, 
though they were to some extent tied because in the term of reference it says 
“the committee should assume the continuance of the system of parliamentary 
accounting’. It seems that their own argument, as you have indicated, would 
substantiate that for the very purpose of maintaining parliamentary control— 
that is what you said—the present system in substance and in name has to be 
maintained. On the other hand, they do suggest throughout this report certain 
ways in which some minor departures from the pure and unadulterated system 
of cash accounting could give a more illuminating account, a better picture 
of the public finances. Now, do you in fact propose to make any changes? 
Are there any changes contemplated in the system at all? 


Mr. CLARK: I would say, Mr. Chairman, that we have already, for some 
years, gone a good deal further than the British in some respects, and we will, 
I think, try to keep on improving our accounts and our accounting system as 
much as possible, taking advantage of any suggestions in that report that do 
seem to be applicable to Canadian conditions and which will help the main 
purpose we all have in mind. However, we already give in our public accounts 
a tremendous amount of information. We have a statement of assets and 
liabilities that goes considerably beyond what the British do. The British 
really give lists of certain items, they set up lists of certain categories of assets 
and lists of certain liabilities. We have gone further than that and we will, 
I hope, as time goes on be able to find some further improvements that we can 
make, designed to give parliament, more comprehensive information, and 
perhaps information in a better and more easily intelligible form than we have 
ever done in the past. Mr. Balls, are there any or the other specific recom- 
mendations in the British report that we have already incorporated in this bill? 


Mr. BALLS: Well, I think that the principal ones relate to the public stores. 
The Crick Committee did make some recommendations with respect to the 
operation of trading accounts and suggested they might come under what they 
call the “income-and-expenditure” basis, or what we call the accrual basis of 
accounting. We have in our public stores part, I think, provided for the 
operation of certain revolving funds along the lines which the Crick Com- 
mittee had in mind. I think, for the main part, the recommendations which 
the committee has made with respect to certain advances or changes towards 
the accrual basis are more to come up to the standards, to the progress that we 
have made in that direction. 


Mr. MACDONNELL: I suppose the most important thing is to know whether 
there have been such amounts of capital coming in or going out in any one year 
that it would present a distorted picture. Now, I suppose that apart from war 
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assets and other things resulting from war there may not have been such 
a large amounts of capital income or capital outgo as would throw the accounts 
; out of balance. I suppose our large defence expenditure now is of that nature 
_ to some extent, but the minister has rather attempted to keep the two kinds of 
_ expenditure separate for the purpose of explaining the situation to us. 
Mr. CLARK: We always report them separately. 
: Mr. MACDONNELL: Did you find during the war, for example, that there were 
- such capital income and outgo distorting the position? 


Mr. CuarK: No, I would think not, Mr. Chairman, and remember that 
some years ago we got away from the old system which had been used for a 
good many years. For a long time Canada had a system of separating the 
capital receipts and capital from so-called current receipts and current expendi- 
_ tures and reporting a budgetary surplus on the basis of what were recorded as 
current revenues and current expenditures although of course there is always 
a good deal of judgment that can be used in determining whether to put certain 

items above or below the line. I remember shortly after I came here I had a 
_ Minister of Finance who wanted to get rid of this bridge score method of 

budgeting altogether, and he cut out that distinction between current account 

surplus and over-all surplus. That old system was subject to a substantial 

amount of abuse. I think if you go back over the history of Canada you will 

find a good many cases where a very arbitrary judgment was used in deciding 
_ what was to be put into the capital account, depending on whether it was desired 
_ to show a surplus that was large or small, as the case might be. 


Mr. MACDONNELL: Railway subsidies, for example? 
? Mr. CLarK: We thought we had made a distinct improvement when we got 
away from that kind of thing. 

The CHAIRMAN: Any further questions on item 63? 


Mr. FLEMING: I suppose this question of mine relates as much to the crown 
corporations—in the explanation Dr. Clark has given I wonder could he 
designate for us the crown’ corporations which follow the government method 
of cash accounting and those that follow the system of accrual accounting? 

Mr. BALLS: Well, Mr. Chairman, I think that it is a rather difficult question 

to answer. I may say I thing that possibly the Auditor General may be able 
to give us a better answer. Still, I think that you will find for the most part 

_ the crown corporations do follow accrual accounting, possibly a modified accrual 
accounting basis. In some cases I think capital assets are set up and probably 
normal depreciation practices apply. There may be certain cases—I think 
probably Crown Assets Disposal is an example in which capital assets are not 
set up and depreciated. However, without an examination of each individual 
account, Mr. Fleming, I am afraid I cannot give you any more of an answer 
than that. | 


The CHAIRMAN: I would not like to limit questions here but we will in a 
short while revert to item 80 which is in the Crown corporations part, and I 
would like to have all questions on Crown corporations at that time—so that 
we may deal with these matters in an orderly way. We will carry on with the 
public accounts part if you do not mind. 


Mr. FLEMING: One other question in connection with this part. It has to 
do with the showing in the accounts of properties owned by the government. 
We have discussed this in the Public Accounts Committee before, as to the 
desirability of the public accounts containing more information about the 
properties owned by the government. Are there any departures contemplated 
by the department in that respect in the preparation of the public accounts? 


Mr. CuarK: I think I can say, in answer to Mr. Fleming’s question, that we 
have given a great deal of consideration to this problem. You will note that in 
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an earlier section of this bill there is provision for the Treasury Board to make ~ 
regulations in regard to keeping of those property records. We will give it oe 
a good deal more consideration yet before we finalize our views on the matter. 4 
After such study as we have been able to give it so far, I would think it would: — a 
shape up something like this. First we would be inclined to believe we should a 
be careful not to undermine the responsibility of the various departments for ‘om 
their own administrative functions in regard to the particular prices of real ~ 
property that come naturally within their jurisdiction—for instance those under 
Resources and Development. I do not think we in the Treasury Department, — 
for instance, should be given the responsibility for maintaining that record, ~— 
either duplicating what Resources and Development are doing, or alternatively 
interfering with them and doing it ourselves. 

We are inclined to believe we can work out a fone. whereby undivided 
responsibility for the administrative job remains with the department itself. — 
However, we would have regulations requiring the various departments to ~ 
maintain ample records and providing for some degree of uniformity in the 
way in which they maintain their records. Under such a system, be the 
Comptroller of the Treasury’s Officers in the various departments would assist 
departmental officials in maintaining the records and in submitting copies of 
the essential records to the Department of Finance. We could then maintain 
these copies in the Finance Department, either in the Comptroller’s division or 
in our own accounting division—and report in the public accounts on a basis 
that would be as revealing to parliament as we could make it. Perhaps we 
would not need to give a list of every single piece of land, its legal description, — 
and so on, which I think would probably be so voluminous that nobody would — 
read it. However, we are still thinking of the problem and I am sure we can — } 
go a very long distance in meeting what you have in mind. 


Mr. FLEMING: Can you be a little more specific, Dr. Clark, as to when itis _ 
likely your efforts in that regard will result in some change in the public — 
accounts and the form in which they are reported? 3 


Mr. CLARK: If this bill is passed at this session we intend to spend the next 
two or three months in working out the various sets of regulations which will 
now be required for the first time, including this one, and my own hope would 
be that we can have this Act proclaimed say from the beginning of the next 
fiscal year—April lst next. Certainly I think we should be able to include 
this information in next year’s accounts. It may not be possible in all respects 
to include it this year—the present fiscal year—which will be reported in the 
next volume of public accounts. I would ask Mr. McIntyre if he thinks we can 
go further than that. 


Mr. McIntTyrRE: I am quite sure, sir, that you cannot hope to get anything 4 
very complete until the accounts for next year—1952-53. There is much work 
to be done and it will vary from department to department. It first depends 
very much on the state of the department’s present records and the amount of 
time that it will take to complete the records. 

Mr. FLEMING: Is it fair for us to hope that we may find reports giving 
reasonable information in the public accounts for the fiscal year ending 
March 31st, 1953? 

Mr. CLARK: Yes. 

Mr. McIntyre: I should think so. 


Mr. FuLToN: In answer to a question by Mr. Macdonnell, Mr. Balls men- 
tioned there was one change made along the lines of adopting this revolving 
fund method of accounting. I wonder if I might ask a question about that? 


The CHAIRMAN: Would you mind speaking a little louder? 
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Mr. Futon: I have noticed that the schedule of Acts to be repealed includes 
he Department of Transport Stores Act. I have assumed that is because the - 


sure that the method does give parliament more control over expenditure, which 
I understood was the object of the general change you are now making. 
I would ask Mr. Balls if he would, and if not him one of the other witnesses, 
~ comment and say where provision is found in the bill before us which makes 
ie the revolving fund, as I-understand it, of general application—and therefore 
- removes the necessity for any special Act? Second, would you say a word 
- about the revolving fund system generally, so that we may understand it better. 
ci Mr. BALLS: First of all I think I did mention yesterday that this public 
stores part does not automatically provide for the creation of revolving funds. 
_ We are proposing in the bill to repeal the Department of Transport Stores Act 
- but in Section 101 of the bill there is specific provision authorizing the con- 
_ tinuance of the Department of Transport stores account and also provision for 
setting the maximum amount that may be charged to that account at any one 
time of $4 million. 

Mr. MAcDONNELL: If I may interject a question, why is that dealt with 
- specially? 

Mr. BAuus: If it were not, and if we repealed the Department of Transport 
Stores Act, sir, without making special provision for the continuation of the 
operation, there would be no authority for the continued operation of the 
- Department of Transport stores account. 


Mr. MACDONNELL: Not in your section here? 


Mr. BALLs: No. I was going to say that the bill itself provided for the con- 
tinued operation of the Department of Transport Stores Act but it does not 
automatically set up revolving funds for every department. Those will require 
special authority of parliament possibly through the inclusion of a special item 
in the estimates—first, authorizing the department to establish a revolving fund, 
-and second, fixing the maximum amount that might be charged to the account 
at any time. 
Once a departmental revolving fund had been authorized it would not be 
necessary to seek authority in succeeding years for its continued operation 
unless it were proposed to increase the amount of the fund. 


Mr. FuLTON: The method of bookkeeping involved or the method of 
reflection of that in the public accounts is covered by some general part of this 
_ Act? Is it covered by Section 63? 

Mr. BALLS: In our public stores part, and specifically Section 58, there is: 
provided a description of the mechanism for the operation of a revolving fund 
when one has been authorized to be operated by a department. 
> | The CHAIRMAN: May I point out we dealt with this at length yesterday. 

Mr. FULTON: I was going to ask Mr. Balls if he had made a statement on 
that? 


The CHAIRMAN: Yes, you will find it in the report of our proceedings. 
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“ . Mr. FULTON: In the answer you just gave you said it would be done in 
future or could be done by an item in the estimates. Would that be another of 
these $1 items having legislative effect, about which we have heard before? 


‘, Mr. BALLS: I would think not, sir. I think it would be an item in the 
- Loans and Investments section of the estimates, authorizing the moneys to be 
advanced by the department for the purpose of acquiring stores, and it probably 


See ge ee 


122 STANDING COMMITTEE 
would be included in the estimates at the amount which parliament was pro- 4 
posing to permit the department to spend. % 

Mr. Cuark: I think I might add to that, that this is the legislation. This — 
bill provides the real basic legislation and by an item in the estimates you only ~ 
bring one more department in under it. This provides the regulatory power — 
for that sort of thing. i 

The CHAIRMAN: Shall item 63 carry? 

Mr. FLEMING: Now that Mr. Fulton has raised the $1 items that have 
legislative effect, could we ask Dr. Clark what this bill contains to safeguard 
that practice which this committee has frowned on in its more recent reports? 

Mr. SIncLairR: Just a minute, Mr. Fleming. ‘Frowned on’’—in our recent 
reports we have pointed out that there were occasions where the $1 item had to 
be used. 

Mr. FLEMING: I used the words “frowned on” deliberately. The committee 
did not condemn out of hand the practice of legislating by means of $1 items 
in the estimates but it expressed disapproval of the practice in general. It did 
not say that it could never be followed in some special case. 

The CHAIRMAN: The committee thought this practice should be curtailed — 
or used only to solve problems that could not be solved otherwise. 

Mr. CLARK: Mr. Chairman, I think it is hardly a point that can be dealt ~ 
with by legislation. I do not see how you can effectively deal with it by legis- 
lation, but perhaps Mr. Abbott might speak on that. 

Mr. FLEMING: There is nothing in this bill that can be said to deal with 
that problem? : 

Mr. MACDONNELL: Going back to this section Mr. Clark read, and to develop 

the reasons for the pure cash basis—this appears on page 17 of that report— 
I would like just to read a short excerpt from it and ask Mr. Clark if perhaps 
he would explain it. I do not think it is very serious, it would not be regarded 
as being very serious; but it is a sentence at the middle of paragraph 37, 
referring to the cash basis and it says: “it may thus have the effect of 
curtailing the year’s expenditure and even, conceivably, of avoiding a supple- 
mentary estimate or an excess vote—’” and so on. 

The CHAIRMAN: Why don’t you complete the sentence: ‘‘though this proce- 
dure would raise difficulties in regard to the estimates for the succeeding 
year,” 

Mr. MACDONNELL: That is right. 

The CHAIRMAN: It is better to complete the sentence. 

Mr. MACDONNELL: I think that would be very clear. It would raise diffi- - 
culties for the next year. 

The CHAIRMAN: Yes. 

Mr. MACDONNELL: I just wanted to know whether there are ways of 
guarding against that, that there might be distortion. I don’t suggest that 
there would be, or that it would be very serious, but I want to know whether 
the deputy minister or the comptroller feels it should be guarded against. 


Mr. McINTYRE: Section 35 (b) provides a 30 day period beyond the end 
of the fiscal year for the payment of accounts belonging to that year before 
the books are closed. 


The CHAIRMAN: That is section 35 of this Act? 
Mr. McINTYRE: Yes. 
Mr. MACDONNELL: Yes, I know that. 


Mr. Cuark: Mr. Macdonnell, if you read on in that paragraph you will 
find there this sentence: ‘“‘the first line of defence against distortion of this 
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4 kind is to be sought in adherence to principle and in prompt and effective 
control and audit”. 


Mr. MACDONNELL: That is exactly why I am asking the question, just to 
5. see what you have done on that point. 


4 Mr. CLARK: Yes. Mr. McIntyre, would you answer that? 


Mr. MACDONNELL: I am not saying that they are quite substantial ones 
_ but I do think it would be helpful if we had a complete answer on that point. 


4 Mr. McINTyRE: In our practice, in our experience, we have found that 30 

_ days is sufficient, quite ample, in which to complete payments and bring the 
accounts into balance as of the end of the fiscal year. I should say in practi- 

_ cally all cases. There are always a certain number of accounts that will be 
delayed for two or three months, but usually they are small amounts. 


Mr. CuarK: I might add also on this point that the present tendency is 
_ the reverse of that, it is to speed up payments. 


Mr. MACDONNELL: Have they got that 30 day period in England? 
Mr. McIntyre: No, I do not think so, unless it has been introduced recently. 


The CHAIRMAN: Shall section 63 carry? 
Carried. 
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Shall section 64 carry? 


Mr. FLEMING: I have one question on section 64. Is December 31st the 
earliest date on which public accounts can be prepared, assembled and printed? 


Mr. CLARK: Mr. Fleming, I think the answer to that is that it is the earliest 
date that we can be sure of. We may, we hope we will, in certain years at any 
rate, be able to bring it down somewhat more quickly. This year we got it 
down on the 10th. 


Mr. McINTYRE: Yes. 


Mr. CLARK: We will try to bring it down as much as we can in advance 
of that date, if the volume can be printed. 


Mr. SIncLair: The King’s Printer has pointed out that when parliament 

is not in session there is not the pressure to print all these Hansard reports, but 

- when parliament is sitting then the pressure sometimes is very great. It is only 

in cases of special urgency that we get them down much in advance of that 
date. We had them down for December 10th of this year, you will recall. 


The CHAIRMAN: Shall section 64 carry? 

64. (1) An annual report, called the Public Accounts, shall be laid 
before the House of Commons by the Minister on or before the thirty- 
first day of December, or if Parliament is then not in session, within 
fifteen days after the commencement of the next ensuing session thereof. 


(2) The Public Accounts shall be in such form as the Minister 
may direct, and shall include: 


(a) a report on the financial transactions of the fiscal year. 


(b) a statement, certified by the Auditor General, of the expenditures 
and revenues of Canada for the fiscal year; 

(c) a statement, certified by the Auditor General, of such of the assets 
and liabilities of Canada as in the opinion of the Minister are 
required to show the financial position of Canada as at the termina- 
tion of the fiscal year; 


(d) the contingent liabilities of Canada; and 


« 
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(e) such other accounts and. tata ten as are necessary to show, — 
with respect to the fiscal year, the financial transactions and financial — 
position of Canada, or are required by any Act to be shown in the a 


Public Accounts. 
Carried. 


Shall we go back now to where we left off yesterday? Crown corporations, — 
clause 80 on page 24. Are there any questions on item 80? That is where © 


we left off yesterday. 


Mr. MACDONNELL: I want to go back to the question asked by Mr. Fleming, : 
to which Mr. Balls referred, and that is as to their methods of accounting; how ~ 
many Crown corporations use the income-expenditure method which Dr. Clark 


said in general terms was required of certain Crown corporations. Will it not 


be possible for us—I appreciate it is nearly 1 o’clock, Mr. Chania should | 


we continue? 
The CHAIRMAN: Carry on. 


Mr. MACDONNELL: Would it not be possible for us to find out exactly the # 


details with respect to each one; could we have that? 
Mr. CLARK: Yes, we will look that up for you. 


Mr. MACDONNELL: I just want to ask a question—I do not know whether 
this is the right section or. not—as to the powers of crown corporations. Some of — 


them are spelled out in various ways while others, I understand quite a number 
—I would like to know how many—are individual corporations incorporated 
under the Ontario Companies Act or the Dominion Companies Act and therefore 
have almost infinitely wide powers, under section 14 of that Act, and some of the 


other sections in it too; but section 14 gives them very wide powers. I would. 


like to have that information. Perhaps it is readily available. I would like to 
know if they are incorporated with the powers under the Companies Act as 
against the powers spelled out in the Special Act, why that is, what the 
reason is? 

Mr. Batis: Well, first, Mr. Macdonnell, the companies that are incorpor- 
ated under part I of the Companies Act which are listed in schedules “‘C” and 
“D” are: Canadian Arensals Limited, Canadian Patents and Development 
Limited, Canadian Sugar Stabilization Corporation Limited, Commodity Prices, 
Stabilization Corporation Limited, Defence Construction (1951) Limited, Park 
Steamship Company Limited, Eldorado Mining and Refining (1944) Limited, 
Northern Transportation Company (1947) Limited, and, Polymer Corporation 
Limited. The others are all incorporated under the provisions of specific statutes; 
the Canadian Commercial Corporation under the Canadian Commercial Cor- 
poration Act; the Crown Assets Disposal Corporation under the Surplus Crown 
Assets Act and so on. 

Mr. MacponngELL: Is it a fact that those incorporated: under the Companies 
Act were incorporated in that form so as to qualify them to do business just 
like any other corporation, except that they happen to be owned by the gov- 
ernment? Would that be the distinction? 

Mr. Batts: I do not think, sir, that would necessarily be the distinction. As 
I recall it there were certain provisions in the Department of Munitions and 
Supply Act which authorized the minister to cause the incorporation of certain 
companies under part I of the Companies Act and it was to take advantage of 
the incorporating powers of the Companies Act, and all these companies which 
are referred to, with the exception of three, were incorporated in that way. 
There is a similar provision in the Research Council Act authorizing the incor- 
poration of companies under part I of the Companies Act; for instance, Cana- 


dian Patents and Development Limited, was incorporated pursuant :to that 
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‘the Canadian Sugar Stabilization Corporation were incorporated under the 


Companies Act pursuant to the powers granted to the Minister of Finance 
under the War Measures Act. 


Mr. MACDONNELL: Do you think that these companies were incorporated 
under the Dominion Companies Act just because it was the most convenient way 
of doing it and any other way would have been more cumbersome; or, do you 
think that there was a definite feeling that these very wide powers were neces- 
sary—was it a case of giving a man a job and not keeping his hands tied when 


- doing it—do you think that was the reason for the decision where these wide 
powers were needed? 


Mr. BAuLus: I would not, of course, sir, know what the incorporators had 
in mind, what the reasons may have been for the incorporation in that form, 
but I would assume that it was a convenient device to cause the incorporation 


'of these companies because they were urgently needed at the time they were 


created. I might add one point in connection with these companies and that 
is that they were all, I believe, incorporated after an Order in Council was 
passed authorizing the minister to enter into an agreement with the company 
concerned to carry on certain specified functions and that agreement clearly set 
forth the powers and responsibilities and the extent of the operations involved. 


Mr. MAcCDONNELL: Am I to understand then that in such cases the main 
purpose was in fact to give these companies those wide powers? Is there any 
objection to seeing one of those agreements? 

Mr. CuarkK: Mr. Henry will speak to that, Mr. Chairman. 

Mr. MAcDONNELL: You know what Mr. Balls said about these powers or 
understandings or instructions embodied in departmental memoranda to these 
companies. I would like to know whether those things in effect superseded or 
became in effect their powers in lieu of the powers herein? 

Mr. Henry: No, sir. The powers in The Companies Act would be superseded 
only in so far as the charter of the company altered them. That, I take it, is 


ordinarily provided for in the statute, such as the Munitions and Supply Act 


which authorizes the company to be incorporated at the instance of the minister. 
At any rate, most of the ancillary powers of the corporation would be found in 
The Companies Act and the general powers would be found in the Letters 
Patent which incorporated the company. 

Mr. MAcDONNELL: Did I understand Mr. Balls correctly as saying that 
there was a third document which also contained instructions and under- 
standings? 

Mr. Henry: That is quite correct, because the Munitions and Supply Act 
provided that the minister could delegate certain powers to the company. 


That was the reason the company was to be formed; and the minister would 


accordingly enter into an agreement with the company after it had been 
formed, setting out the scope of its powers. 


Mr. MACDONNELL: Yes, the company would be the agent. 


Mr. HENRY: The company would be an agent, yes. But the minister did 
not delegate all his responsibilities; only the functions which the minister wanted 


‘the company to perform as his agent. So, of course, they must be specified. 


Mr. MAcCDONNELL: In order to set up an understanding between the 
minister and his agent? 

Mr. HENRY: Yes, sir, and the incorporation of the company was done just 
to bring a legal person into being so that the minister could make an arrange- 
ment with it. 

Mr. SINCLAIR: Mr. Chairman, it is now 1.00 o’clock. 
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The CHAIRMAN: Should we not keep on for a full hour? 
Mr. SincLair: Why not adjourn now and meet again at 2.45? 
The CHAIRMAN: Very well. 


Mr. SINCLAIR: I have been talking to the minister and he suggested that 
as far as actual technical matters of administration are concerned, Dr. Clark, 


uy 
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Mr. Bryce, Mr. Balls, and Mr. Henry can probably give you immediate answers. 
But on the other hand, as far as questions of policy and so forth are concerned, 


I have here items 38, 71, and 76 as policy items, and the minister said that he q 


would be glad to come 16 us as soon as we are ready for him. 


Mr. MAcDONNELL: I would like to see a list of the directors of these crown 
companies, particularly the ones which are under the Dominion Companies 


- Act. 


The CHAIRMAN: It can be produced, but maybe not this afternoon. 
Mr. MAcDONNELL: I know. I was just asking for the document. 
The CHAIRMAN: The committee stands adjourned until 2.45 this afternoon. 


AFTERNOON SESSION 


The CHAIRMAN: Gentlemen, when we adjourned at 1:00 o’clock today we — 
were still on clause 80, page 24. Are there any further questions on clause 80? 


Mr. FLEMING: I have several questions, Mr. Chairman. 


The CHAIRMAN: May I ask before we start, so that no one will think it 
applies to him, that members limit the questioning to items which are under 


discussion so that we can carry on our work and complete our study of the bill. 


~ 
re 


There are many questions which may come to the minds of many members on ~ 
any of these items, but those questions may not be relevant to the item itself. 
So may we limit discussion to the item in the bill which is under consideration, 
when it is called. 


Mr. CLARK: Mr. Balls has had to leave the room to take a telephone call — 
but he will be back in a minute or two. Might I ask if we could go back to 


section 76, 


subsection (2) of which had been left in abeyance? 


The CHAIRMAN: Yes. 


(a) 
(b) 


(c) 


(d) 
(e) 


(a) 


16.) (1) In this: Part 

“agency corporation” means a Crown corporation named in Schedule 
CS 
‘auditor’ means, in relation to a corporation, the person authorized 


by Parliament to audit the accounts and financial transactions of — 


the corporation; 

“Crown corporation” means a corporation that is ultimately account- 
able, through a Minister, to Parliament for the conduct of its affairs, 
and includes the corporations named in Schedule B, Schedule C and 
Schedule D; 

‘departmental corporation” means a Crown corporation named in 
Schedule B; and 

‘proprietary corporation” means a Crown corporation named in 
Schedule D. 


(2) The Governor in Council may by order delete the name of any | 
corporation from Schedule B, Schedule C or Schedule D. 


(3) The Governor in Council may by order . 

add to Schedule B any Crown corporation that is a servant or agent 
of His Majesty in right of Canada and is responsible for adminis- 
trative, supervisory or regulatory services of a governmental nature; 
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(b) add to Schedule C any Crown corporation that is an agent of His 
Majesty in right of Canada and is responsible for the management 
of trading or service operations on a quasi-commercial basis, or for 
the management of procurement, construction or disposal activities 
on behalf of His Majesty in right of Canada; and 

(c) add to Schedule D any Crown corporation that 
(i) is responsible for the management of lending or financial opera- 

tions, or for the management of commercial and industrial 
| operations involving the production of or dealing in goods and 

s the supplying of services to the public, and 

ic (ii) is ordinarily required to conduct its operations without appro- 

; priations. 


Mr. CLARK: To meet the point raised by the committee yesterday, we sug- 
_ gest adding at the end of that subsection, these words: 
and shall thereupon add the name of that corporation to the appropriate 
. schedule in accord with subsection (3). 


The subsection would then read: 


The Governor in Council may by order delete the name of any 
corporation from schedule B, C or D and shall thereupon add the name 
of that corporation to the appropriate schedule in accordance with sub- 
section 3. 


I think that wording would meet the point raised yesterday. 
Mr. SINCLAIR: That was the intent of the section anyway. 


Mr. FLEMING: I would be satisfied with that. I think it meets the point 
I raised yesterday. 


The CHAIRMAN: Shall we say that section 76 as amended shall carry? 
Carried. 


Now, section 80. 


80. (1) Each agency corporation shall annually submit to the appro- 
priate Minister an operating budget for the next following financial year 
of the corporation for the approval of the appropriate Minister and the 
Minister of Finance. 


(2) For each corporation the appropriate Minister shall annually lay 
before Parliament the capital budget for its financial year approved by 
the Governor in Council on the recommendation of the appropriate 
Minister and the Minister of Finance. 


‘; (3) The Treasury Board, on the joint reeoommendation of the Minister 
; of Finance and the appropriate Minister, may by regulation prescribe the 
form in which budgetserequired by this section shall be prepared. 


Mr. FLemine: Mr. Balls, in connection with section 80 in regard to the 
submission of the operating budget for the approval of the Minister of Finance,, 
what is the present practice, and to what extent may it or may it not involve 

a departiure from it? 


Mr. Baus: It is a departure from the present practice. With respect to. 
most of the corporations at the present time, the Minister of Finance does not. 
normally see the operating budget of the corporation. 

The CHAIRMAN: I must ask you to begin over again, Mr. Balls. This brings: 
us back to what I have said so often before, that if we want to have good 
reporting of what is going on we will have to have a louder voice and also slower: 
speech on the part of the witnesses and members. 
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Mr. SINCLAIR: Yes, and less noise. 
The CHAIRMAN: Now, may we start all over again? 


Mr. Baus: There is a change in respect to subsection (1) of section 80 q 


in that provision is made for the approval of the operating budget by the appro- 
priate minister, or the Minister of Finance. In the past it has not been the 


normal praetice for the Minister of Finance to see these budgets. . And while I 4 
cannot speak as to what the practice has been with respect to the appropriate ~ 


minister, I would think that in some cases it has been a matter for the corporate 


officers to determine the budget possibly without the specific approval of the © 


minister. 

There are one or two cases in which budgets are required to be submitted. 
The Federal District Commission has a requirement that their budget shall be 
submitted to the President of the Privy Council; and that no expenditure shall 


be made by the Commission under the Federal District Commission Act, until J 


the expenditure has been approved by Council. 

There is a similar provision in the National Battlefields at Quebec Act 
under which the National Battlefields Commission operates. But for the rest, 
I do not believe there has been any statutory requirement for the submission 


of operating budgets of agency corporations, either to the appropriate minister, 
or the Minister of Finance. With regard to proprietary corporations there are © 


at the present time requirements in one or two cases whereby the budgets of the 

proprietary corporations shall be submitted to parliament. There is such a 
provision, for example, with respect to the Canadian National Railways. 

Under the Canadian National-Canadian Pacific Act, section 12 requires: 

The annual budget of the National Railways shall be under the 

control of the Board of Directors. Estimates of the amounts required 

for income deficits, for interest on obligations outstanding in the hands 

of the public, for capital expenditures and for refunding or retirement 

of maturing securities shall be submitted by the Board of Directors to 

the Minister of Transport for the consideration and approval or dis- 


approval in whole or in part of the Governor in Council and thereafter — 


presented to parliament. Income deficits shall not be funded. Amounts 


provided by parliament to meet capital expenditures shall not be diverted — 


to cover deficits in operation unless with the express authority of 
parliament. 


Mr. FLEMING: Has any thought been given yet to the form in which the 
operating deficits will be required to be submitted by agency corporations? 


Mr. BAuLLs: There is one further corporation in the proprietary group which 
at the present time has a statutory direction to submit both an annual capital 
budget and an annual operating budget to the minister for his consideration and 
approval; and it is furthermore provided that the budget as approved shall be 
submitted to parliament. ° 

The name of the corporation is Canadian Overseas Telecommunications 
Corporation. Those are the only two instances, to the best of my knowledge, 
in which there are budgetary directions with respect to proprietary corporations. 


Mr. SINcLAIR: Do you not mean operating budgets? You said “operating | 


deficits’’? 

Mr. FLEMING: Oh, I am sorry, I meant “operating budgets’, which will 
be required to be submitted by agency corporations. 

Mr. BALLS: No. And if you will notice subsection 3 of section 80 it says: 


The Treasury Board, on the joint recommendation of the Minister 
of Finance and the appropriate minister, may by regulation prescribe the 
form in which budgets required by this section shall be prepared. 


ee OOO ae ee 


a 


ez 


4 


Fn 


= 


4 : 
% 
‘ss 


y 
“ 
a 
% 


PUBLIC ACCOUNTS 129 


I presume that consideration would be given to this when the Treasury 
Board deals with these matters. 

Mr. FLEMING: I wondered whether the department has had in mind 
‘uniform operating budgets, uniform in the matter of form and content, some- 


_ thing of a standardized nature? 


A 


“a 


Mr. Baus: I can see some difficulties in requiring complete uniformity 
and standardization with respect to the submifsion of budgets. The extent of 


- detail and the nature of the information which would be required for proper 
- consideration of the budget might vary with the nature of the operations of 


the organization. 
The CHAIRMAN: Shall section 80 carry? 
Mr. FLEMING: What have you to say about reporting to parliament on 


these operating budgets, after they have been approved by the ministers? 


The CHAIRMAN: I think that was one of the matters we were supposed to 
ask the minister about as being a question of policy. Shall section 80 carry? 


Mr. FLEMING: I think there is nothing more than policy involved here. 
Mr. BALLS: I wonder if you would repeat your question. 


Mr. FLEMING: I asked if there was any difficulty in the way of reporting 
and submitting those operating budgets to parliament after they have been 
approved by the ministers? 


Mr BALES: I. should: think— 
Mr. FLEMING: For the information of parliament. 
Mr. BALLS: I should think first of all that the matter is essentially one of 


‘5 policy. But it well may be that in some cases the amount of information that 


can be provided and anticipated with respect to the operations as distinct from 


_ the capital requirements of these corporations may make it somewhat difficult 


to give information with respect to the estimates? 


Mr. MAcCDONNELL: Do you think it would be cumbersome and unnecessary 
to treat the other corporations’ budgets in the way that the Canadian National 
budget is treated? 


Mr. BALLS: Yes, I would be inclined to think so, sir, In some cases. 


Mr. BROWNE: Where there is a big difference in the revenues and expendi- 
tures so that there is a large deficit, should not the minister come before par- 
liament and explain it? . 

Mr. BALLs: In that regard, I would say that in any event where there is a 
deficit which has to be provided for by an appropriation by parliament, then, 
of course, the estimates would be before the House and there would be an 
opportunity to discuss the requirements of the corporation. 


Mr. MACDONNELL: Why should we only know when the news is bad? 


The CHAIRMAN: Because that is the only time you need to vote more 
money. 


Mr. BALLS: There will, of course, be an opportunity to discuss the affairs 
of the corporation on the presentation of the annual report. There is a provi- 
sion that the annual reports of these corporations shall be laid before the 
House. 


_ Mr. Browne: Yes, but when these annual reports are laid before the 
House, there is no discussion on them. They are simply laid there as a matter 
of course and routine. | 

Mr. SINcLAIR: That is not a matter for the Department of Finance, I think, 
to deal with, but rather one for parliament. The report is made to parliament 
and what parliament chooses to do with it certainly does not concern the 
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Department of Finance. It is the House of Commons which decides, not. the 3 
minister or his deputies. a 4 

Mr. WRIGHT: Mr. Chairman, I have a motion to move on seston 85. with | 4 
regard to that. 

The CHAIRMAN: But we are not yet on section 85, Mr. Wiehe 

Mr. WricHT: I know, but when we are dealing with it. ‘ 

The CHAIRMAN: When we get to section 85, I will accept your motion, a 
Mr. Wright. . 

Mr. WricHT: My motion is to the effect that these annual statements be — 
placed before a select committee of the House. é Bi 

The CHAIRMAN: All right. As I say, when we get to section 85, I will give a 
you the floor right away. Are there any questions now on section 80? 

Mr. MACDONNELL: Mr. Chairman, is this the proper place to pursue the a 
question raised this morning as to the powers of companies under the Dominion 
Act? I want to ask more about that. i 

The CHAIRMAN: Shall we go on with the text of each article? You are “4 
a good enough lawyer to know that this question is very broad and that it may — 
not fall within this particular chapter on crown corporations. But if you can a 
find no item that covers what you intend to ask, I will give you the floor after - 
this part is carried and you can raise any other question that is not covered 
under this. I will give you the floor then, but I would like to proceed now 
article by article and keep to the item under discussion. 

Mr. SINCLAIR: I raise a point on this. All this discussion is for the financial — 
administration. Each crown company and each of the proprietary companies i 
have their own statutes or acts of incorporation, and their powers are spelled 
out in those documents. This is not the appropriate place or committee to ih 
discuss them. Actually, the powers given to crown companies are set out in ~ 
their statute or in their act of incorporation. 


Mr. MAcDONNELL: I asked before lunch to be informed as to which of the 
crown corporations come under the Dominion Companies Act, and that informa- — 
tion, I presume, will be forthcoming. Then I wish to raise certain questions as _ 
to the propriety of their having all these powers. Many of them are absolutely 
absurd for a crown corporation. You may well say “What is the matter with 
them having all these powers even if they are absurd’”—the power to carry on ~ 
any other business, the. power to promote any other company, the power to 
lend money to any other company. We do not intend to give these powers to 
crown corporations. 


The CHAIRMAN: My intention up to now has been to give as much leeway 
as possible in order to get the information on the record. I did not want to tie 
the hands of the committee too closely, but it seems to me that we should now 
proceed item by item. When a question like that raised by Mr. Macdonnell is 
asked, I am inclined, as chairman, to allow it to a certain limit, but now we are ~ 
extending much too far on questions that have nothing to do with the item. — 
I would like to call item 80, and if there are no more questions on that I will ~ 
put the question. 

Mr. BROWNE: Does article 80 now enshrine in its provisions the practice 
that has been followed up to the present time, or is it something new that is 
being set up? 

Mr. Baus: This does go beyond the present practice. As I mentioned in 
regard to one or two of the corporations, there is at the present time provisions 
with respect to the submission of operating or capital budgets—one or two of 
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| ‘the agency corporation group are now requined to submit budgets, and proprie- 
: tary corporations like the C.N.R. and the Canadian Overseas Telecommunica- 
tion Corporation, are also required to submit budgets yearly. 


. Mr. MAcDONNELL: There is one point I am still not clear about. This 
- section says each agency corporation shall annually submit... Now, the agency 
\ corporations are set out in one of the schedules, but they exclude a lot of others. 
iq Does that mean only agency corporations, or are the others going to be dealt 
_ with elsewhere? 
i Mr. BAuLLs: With respect to subsection (1), we are dealing with the 
_ operating budgets of agency corporations only. The departmental corporations 
~ will be dealt with as departments of government and will be covered normally 
_ by the ordinary appropriation requirements of parliament. 
= Mr. MAcCDONNELL: But then that excludes schedule D, the proprietary 
- corporations? 
Mr. BALLS: With respect to the proprietary corporations, we are requiring 
‘ in subsection (2) that both agency and proprietary corporations shall submit 
- eapital budgets, to be approved by the Governor in Council on the recom- 
mendation of the two ministers, that is the appropriate minister and the 
_ Minister of Finance, and the capital budgets of both agency and proprietary 
- corporations shall be laid before parliament. 
Mr. MACDONNELL: Why is it only a capital budget, say, in the case of 
_ Polymer? 
Mr. BALLS: The principal reason, I should say, is that in regard to cor- 
- porations like Polymer, which are normally required to pay their own way 
- that there should be a certain independence, a greater degree of independence 
with respect to their operations. We have tried to make some distinction 
between the degrees of control which should be exercised over the three groups 
- of corporations, but a departmental corporation will be dealt with in all respects, 
subject to any specific terms in its legislation, as a department of government. 
The agency corporation, we are requiring, shall be subject to some lesser 
degree of control, and the proprietary corporation to some lesser degree of 
- control again. 


Mr. MACDONNELL: Perhaps my illustration of Polymer was not the best 
‘ one, because I am inclined to think there is force in what you say. Let us 
_ take one or two of the others in schedule D, the Canadian Farm Loan Board, 
Central Mortgage and Housing Corporation. Now, do you make the same 
argument with regard to them? They are rather different forms of activities, 

_ they are not in business the way that Polymer is. 


Mr. BALLS: Well, all I can say, sir, on the corporations listed in schedule D 

is that those are ones which should be granted in their management a greater 

_ degree of managerial responsibility than would normally be the case of those 

- corporations listed in schedule C, which are agencies, bodies performing essen- 
tially agency operations on behalf of the crown. 

Mr. MACDONNELL: May I interrupt you. Would you make that argument, 
for example, for the Farm Loan Board as against Park Steamship Company? 
I am not very familiar with the operations of Park, but would you make that 
same argument? 


Mr. BALLS: Yes, I would say so. 


Mr. FULTON: I was wondering what the difference is between the C.N.R. 
and Park Steamship. How is one more the agent of the government than the 
other? 


Mr. BALLS: I think one answer to that is the fact that Park Steamship 
Company operates under the provisions of the The Government Companies 
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Operation Act, which expressly declares a company under it to be an agent — 


of His Majesty for all its purposes. There is no such similar provision with 
respect to the Canadian National (West Indies) Steamships, Limited. 


The CHAIRMAN: Shall section 80 carry? 
Carried. 


Shall section 81 carry? 


81.*(1) A corporation may, with the approval of the Minister of 
Finance, maintain in its own name one or more accounts in the Bank of 


Canada or in such bank in Canada or financial institution outside of — 


Canada as the Minister of Finance may approve. 


(2) The Minister of Finance may, with the concurrence of the ~ 


appropriate Minister, direct a corporation to pay all or any part of the 
money of the corporation to the Receiver General to be placed to the 


credit of a special account in the Consolidated Revenue Fund in the name © 


; 
a 


of the corporation, and the Minister of Finance may pay out, for the ~ 


purposes of the corporation, or repay to the corporation, all or any part © 


of the money in the special account. 


(3) Notwithstanding the other provisions of this section, where the 
appropriate Minister, and the Minister of Finance, with the approval of 
the Governor in Council, so direct, a corporation shall pay to the Receiver 
General so much of the money administered by it as the appropriate 
Minister and the Minister of Finance consider to be in excess of the 
amount required for the purposes of the corporation, and any money 
so paid may be applied towards the discharge of any obligation of the 
corporation to His Majesty, or may be applied as revenues of Canada. 


Mr. WRIGHT: Which of these corporations use the Bank of Canada for 
their accounts as between a chartered bank? I notice that this makes pro- 
vision that they may carry accounts in either the Bank of Canada or the 
chartered banks. To what extent do they do that? 

Mr. BAuLs: The only corporation that uses the Bank of Canada to my 
knowledge, is Commodity Prices Stabilization Corporation. 

Mr. WRIGHT: Why would they use the Bank of Canada? 

Mr. Baus: I could not tell you the reason, sir. It was just simply the 
arrangement which was made at the time of the incorporation of Commodity 
Prices Stabilization Corporation some ten years ago. 


Mr. WRIGHT: I would like to pursue this a little further. If one corpora- 
tion uses the Bank of Canada they must use it for some specific reason, that it 


suits them better or they get a better deal. I would like to know why one | 


corporation would use the Bank of Canada, while others do not. It seems to 
me if it is good business for one corporation to use the government bank, it 
should be good business for other corporations doing similar business and 
carrying similar accounts, to use the Bank of Canada. I would like to know the 
reasons for the use of the Bank of Canada as against the chartered banks. 

Mr. CLARK: I think, Mr. Chairman, the reason for that is historical. This 
is a corporation that was part of the Finance Department, very closely con- 
nected with the Finance Department. The head at that time was the former 
Deputy Governor of the Bank of Canada. The corporation was also carrying 
pretty large balances for a time for subsidy purposes, and in connection with 
its operation of price control, and for those reasons it seemed natural at the 
time to use the Bank of Canada as its fiscal agent. I would say, Mr. Wright, it 
would not get a better “deal” from the Bank of Canada than from another 
bank. The Bank of Canada cannot allow interest on its deposits and, normally, 
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the Bank of Canada does not like to get into this business to any great extent. 

It is not its essential business. So, I think the fact that this corporation happens 

to have the Bank of Canada as its banker while others use a chartered bank 
is not very significant. 


B Mr. WricHT: There are none of the others who carry accounts, then, in the 
4 - Bank of Canada? 
4 Mr. CLARK: I cannot think of any others at the moment. I am not quite 


- sure whether the Export Credits Insurance Corporation may have a small 
- account with the Bank of Canada. On the whole I cannot remember any 
_ others that I am sure have an account at the Bank of Canada. 

z Mr. WRIGHT: Is there any logical reason why they should not use the 
- Bank of Canada when they are carrying large deposits? 

¥ Mr. CLARK: Mr. McIntyre reminds me that with a company like Bolvaicn 

- for example, having its plant in Sarnia, it would not be convenient at all for 
_ them to operate through the Bank of Canada here at Ottawa. 

Mr. WRIGHT: I realize that, but there are some of the others that are not 
in that position. I can understand a corporation that is doing a large checking 
_ business, naturally they would have to use the chartered banks, but companies 
_ that.are not doing a large checking business and where there are large sums 
- of money involved laying there over a period of time might find it advan- 
_ tageous to use the Bank of Canada. 

-Mr. CLARK: There would not be many cases of that sort of thing where 
they are just carrying large balances and not having a considerable amount 
- of checking and bank draft business and that kind of thing. 


The CHAIRMAN: | Shall section 81 carry? 
Carried. 


Shall section 82 carry? 

82. (1) At the request of the appropriate Minister, and subject to 
the approval of the Governor in Council, the Minister as Finance may 
from time to time lend money to a corporation for working capital out 
of money in the Consolidated Revenue Fund. _ 

(2) The aggregrate amount of loans outstanding made to any one 
corporation under this section shall not at any time exceed five hundred 
thousand dollars. 

(3) A loan under this section is subject to such terms and conditions 
as the Governor in Council approves and is repayable within a period 
not exceeding twelve months from the day on which the loan was made. 

(4) A report of every loan to a corporation under this section shall 
be laid by the Minister of Finance before Parliament within fifteen days 
after it is made or, if Parliament is not then in session, within fifteen 
days after the commencement of the next ensuing session thereof. 


Mr. FLEMING: On section 82, Mr. Chairman. I am wondering about the 
application of the provision such as we find in this section to corporations like 
the Canadian Broadcasting Corporation, in the light of provisions in the Cana- 
dian Broadcasting Act for the making of capital advances to the corporation by 
the government under certain conditions set forth in the Act. Should not this 
section be made subject to the provisions of any other relevant Acts pertaining 
to any individual corporations appearing in the schedules? 

Mr. Batis: Mr. Chairman, in reply to that I would state, first of all, that 
section 78 of this part does provide that in the event of any inconsistency 
between the provisions of sections 79 to 88 of the bill and the provisions of any 
other Act, the provisions of such other Act shall prevail. However, I might also 
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point out in regard to section 82 they are subject to two limitations which I 
mentioned yesterday: (1) No loan can be made for a term exceeding 12 months, oa 
and (2) no loan can be made for an amount exceeding $500,000. This provision | 
is to meet temporary requirements for working capital, and is expressly required — 
to be repayable within 12 months. a 

Mr. FLEMING: Those two final safeguards to which Mr. Balls has just made ~ 
reference are, I think, not relevant to my concern in this matter. Questions a 
of parliamentary Nahey are involved in the making of loans to the Canadian — 


Broadcasting Corporation. That is the reason you have specific provision for it ‘a 
in the Canadian Broadcasting Act. I am a little bit doubtful as to whether ~ 
section 78 goes far enough to meet the need of the situation. It simply provides — 


that where there is any inconsistency between two Acts then the special Acts a 


rather than the general Act shall prevail. But what we have here is a provision 
under 82, which, read with a specific provision in the Canadian Broadcasting ab 
Act, could very conceivably be construed as not being inconsistent with one ~ 


another or as being in addition to one another. So, loans might be made under ~ 
the Canadian Broadcasting Act in addition to loans made under this section. ~ 
I do not think, surely, that is the policy of this particular bill. Be 

Every time we have had that question of loans to the Canadian Broadcasting 


Corporation parliament has concerned itself very closely with the purpose for ~ 
which the loan was to be made. This is not just for cases of inconsistency, and ~ 


the two Acts could be construed as providing for loans to the Canadian Broad- oS. 
casting Corporation under the Broadcasting Act and then another loan under “i 
this section? # 


Mr. CLARK: I would ask Mr. Fleming has not the concern asi pantianeus a 


been with loans for capital purposes essentially? This is just for working 


capital, tied to a very short term situation, and it would have to be repaid ~ 
within a short period—a period not exceeding twelve months. ea 

Mr. FLEMING: With great respect I do not think that is the answer because _ 
there have always been questions of policy, very broad policy too, in these loans - 
to the C.B.C. For instance, loans for the purpose of developing television, or — 
loans for a particular type of physical development. 

Mr. CLARK: I was thinking that both of those would involve capital 
expenditure. 

Mr. FLEMING: Yes, they do, but they have included working capital. That 
is the historical fact in the administration of the financial affairs of C.B.C., and 


parliament has retained quite close control over loans that have been made to © a 


the C.B.C. 
Mr. FRASER: That clause there— 
The CHAIRMAN: Just a moment, I think there will be an answer. 


Mr. CLARK: There was a similar provision to this in the Government Com- — 


panies Operation Act. 


First, Mr. Chairman, I would like to be sure that the correct legal inter- 
pretation is that the loan of $500,000 would be in addition to any loan possible 
under any other Act. 


The CHAIRMAN: Mr. Henry could give the answer so it could be put on the 
record. 

Mr. HENRY: The additional loan could be made under Section 82 if the 
additional loan did not contravene some limit that was in the special Act. 
However, Section 16 of the Canadian Broadcasting Act provides as follows: 
“The Governor in Council, on the recommendation of the minister, may authorize 
the Minister of Finance to place to the credit of the Corporation working 
capital advances from any unappropriated moneys in the Consolidated Revenue 
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4 Fund, but the aggregate eae of such HS outstanding at any one time 
stall not exceed $100,000. 
Bh. I would say that that provision would preclude the Governor in Council 
_ from making any advance under Section 82, to the extent it would exceed the 
a ,000 limit in Section 16 of the Canadian Brondecatne Act. 

The CHAIRMAN: We shall adjourn temporarily to go down to the House 
_ for a vote. , 


The committee adjourned for a division in the House. 


a Mr. CHAIRMAN: Gentlemen, we were considering item 82 when we were 
- called down to the Chamber. Shall it carry? 
‘ Mr. FLEMING: I was wondering if there is any further safeguard which 
. Mr. Henry might suggest in addition to subsection (1) of section 82—having 
regard to the point I was raising? 
The CHAIRMAN: Since Mr. Henry is not here shall we leave the section 
_ stand? 


Agreed. 


83. The Governor in Council may make regulations with respect to 
the conditions upon which an agency corporation may undertake con- 
tractual commitments. 


Carried. 


84. Subject to any order of the Governor in Council made on the 
joint recommendation of the Minister of Finance and the appropriate 
Minister, a corporation may make provision for reserves for depreciation 
of assets, for uncollectable accounts and for other purposes. 


85. (1) A corporation shall keep proper books of account and 
proper records in relation thereto. 

-*(2) Subject to such directions as,to form as the Minister of Finance 
and the appropriate Minister may jointly give, a corporation shall prepare 
in respect of each financial year statements of accounts, which shall 
include 
(a) a balance sheet, a statement of income and expenditure and a state- 

ment of surplus, containing such information as, in the case of a 

company incorporated under The Companies Act, 1934, is required 

to be laid before the company by the directors at an annual meeting, 
and 

(b) such other information in respect of the financial affairs of the 
corporation as the appropriate Minister or the Minister of Finance 
may require. 

(3) A corporation shall, as soon as possible, but within three months 
after the termination of each financial year submit an annual report to 
the appropriate Minister in such form as he may prescribe, which shall 
include the statement of accounts specified in subsection two, and the 
appropriate Minister shall lay the report before Parliament within 
fifteen days after he receives it or, if Parliament is not then in session, 
within fifteen days after the commencement of the next ensuing session 
thereof. 


(4) A corporation shall make to the appropriate Minister such 
reports of its financial affairs as he requires. 


The CHAIRMAN: Mr. Wright has a question here. 
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Mr. WRIGHT: My question is on 85 (3) which states: . . 
A corporation shall, as soon as possible, but within three monte q 

after the termination of each financial year submit an annual report to a 
the... minister. 


And then it states: The minister must within fifteen days after he receives “f 
this, or if parliament is not in session, within fifteen days after the commence- 
ment of the next ensuing session thereof, lay the report before the House. ” 
Some of these corporations today are handling very large sums of money - 
and their annual statements are laid before the House, but it is very difficult — 
to get all of the information which I think some of use would like from the 4 
minister on his estimates. That is the only place where we would have an ~ 
opportunity of questioning him. He might have the members of the corpora- — 
tion before him or he might not when he is being questioned, and it seems to ~ 
me a much more direct method of keeping check on corporations and a much 
better method of getting information would be to have these corporations — 
appear before some select committee, some select standing committee or — 
some select special committee of the House. The time has come when the ~ 
government is in business in a big way and parliament has a responsibility to 
the people of Canada with regard to these Crown corporations. 
I think our responsibility can best be carried out by having these cor- — 
porations appear annually, as is the case with the Canadian National Railways, — 
Trans-Canada Air Lines, and the Canadian Broadcasting ‘Corporation, before 4 
some select standing committee or special committee of the House wherein ~ 
the officers can be questioned. ee 
Take, for instance, Eldorado Mining and Refining Company. It not only ~ 
operates a mine but it has a department which does exploration work. They ~ 
have many aeroplanes in parts of Northwest Canada and in some of the prov- 
inces. They have a refinery and several subsidiary companies. ' It is very — 
difficult in the House, as the minister knows, to get information which might. 
be useful to members of parliament. q 
I would like to move that in Section 85 there be a further section which — 
would be better, I think, to come in as number 4, renumbering subclause 4 4 
as (5): “4 
That at each session the annual reports laid before parliament for — 

that year of companies in schedules C and D shall be submitted toa — 
standing select committee or a special committee of the House for ~ 
consideration. 


I think the companies in those two schedules are corporations whose busi- 
ness we should, as members of parliament, have fairly close knowledge of, and ~ 
I do not know of any way we can get that close knowledge except by having © 
them appear before a select committee of the House. 


The CHAIRMAN: Before I open the discussion I will read the motion again. 


Mr. WRIGHT: Perhaps you had better let me read it, my writing is not too 
good. 


The CHAIRMAN: It is all right. 
It is moved by Mr. Wright that a further paragraph which would carry the ~ 

number 4 be included after paragraph 3 of Section 85 reading: 

At each session the annual reports laid before parliament for that 


year of Crown corporations shall be submitted to a standing or select 
committee of the House for their consideration. | 


The discussion is open and, after the discussion I will give a ruling on the ~ 
motion. My ruling will not be open for discussion so that any member who is . 
about to speak now may assume that the ruling might be that the motion is out 
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of order, although I approve of the principle contained in it. I adopt this 
- course to give you a fair chance of entering into the discussion from any angle 
Bou wish. | 


_ 4 


Let us say we start around the table this way, to the left. 
3 (Division Bell). 


‘: Mr. SINCLAIR: I think we might dispose of this before we go down to vote. 
- I think most of us believe that the effect is desirable but the fact of the matter 
% is that the House of Commons is the master of its own destiny. When a 
report is submitted to it the House of Commons decides what it is going to do 
' with that report. If it is referred to committee it is referred there by a motion 
- of the House and not by legislation. I think this is very desirable and we 
- would like to see it but I think the place for the provision is not in this bill 
- but in the House of Commons when a report is presented a member may move 
that it be referred to whatever standing or select committee he wishes. 


3 Mr. FRASER: Could this committee make a recommendation? 
The CHAIRMAN: I think it is only fair to give all members an opportunity 
to express their points of view. Therefore, I think I would rather adjourn 
than hurry this. | 
- Mr. WriGHT: Has the committee the right to make a recommendation? 
The CHAIRMAN: We will adjourn for the vote, I think that is better than 
rushing this. 


na 
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The committee adjourned for a division in the House. 


(Upon resuming.) 

The CHAIRMAN: We are now dealing with Mr. Wright’s motion which I 
read before we went down to the House. I have asked members who have 
observations to make them now, because after I give my ruling on the motion 
they will not have an opportunity of doing so. 

Mr. SINCLAIR: I have one more point to make, Mr. Chairman, to add to 
what I said just before we adjourned. All of the corporations listed in schedule 
“C” and “D” have balance sheets and operating statements included in the 
public accounts now, with the exception of the Canadian National Railways, 
Trans-Canada Air Lines and the Canada-West Indies Steamship Service. As 
you know, the reports and budgets of those companies are referred direct to 
the sessional committee on the railways and shipping owned, operated and 
controlled by the government. The two others which are not included are 

_the Canadian Farm Loan Board and the Central Mortgage and Housing 
Corporation. It is the intention of the Department of Finance in future to place 
in a separate volume in the public accounts a section dealing entirely with the 
crown corporations. We could, if it were deemed useful, include statements 
of these five companies as well, but it would be a duplication in the case of 
the Canadian National Railways group; and then, irrespective of whether the 
House should send individual crown company statements to committees there 
is always the public accounts committee. We would have them there, and 
this committee would probably do its best to Sa with them if it were so 
decided by the committee. 

Mr. WRIGHT: Well, I do not think the public accounts committee would 
necessarily be the best committee to deal with certain of these reports; for 
instance, the Wheat Board might be included but I think that report should go 
to the agricultural committee. 


Mr. SINCLAIR: And the Canadian Farm Loan Board. 
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Mr. WRIGHT: Yes, the Canadian Farm Loan Board. There are other select. 4 
standing committees of the House. Then there is the Canadian Overseas Tele- — 
communication Corporation, which might have a connection with our railway © 
committee and go to that. committee. I do think that they all should go to some ~ 
select committee. There are also The National Harbour Boards and the Park 
Steamship Lines. I think this committee would be overloaded with work if © 
all the annual statements of these companies were referred to it or had to be — 
dealt with by it. There is another point there also. If my memory serves me 4 
right I think there have been years when this committee has not considered the — 
public accounts. a 

Mr. SINCLAIR: That is probably true, but it has sat for the last three ~ 
or four years. a 

Mr. WRIGHT: Yes, it has sat the last three or four years, but it has not — 
always sat; and I do think that under our present set-up of government with — 
the number of crown corporations that we have in operation that we should ~ 
see that they go to some committee of the House for consideration. If my — 
motion is out of order— j 


The CHAIRMAN: I have not said so yet. 


Mr. WRIGHT: No, but it has been indicated that it may be out of order. 
I would think that a recommendation from this committee to the House that — 
this procedure be adopted in the future might be in order. 


The CHAIRMAN: We have already made a recommendation to that effect, — 
we made one last year or the preceding year. And now, it will be open to you ~ 
to move a similar recommendation this time, at a later stage, if you want to. — 

Mr. WRIGHT: I feel strongly in this matter because it is a matter of 
confidence in the government and if confidence is to be maintained in our — 
present set-up, using crown corporation to do business, I feel that the country 
would feel much better if they knew that these annual statements were to be — 
considered by committees of the House. 


Mr. JutTRAS: I do not think the motion does what Mr. Wright has in mind. 
He has in mind particularly the annual reports of these crown corporations 
going to special select committees. There is already provision with respect to 
many of them being sent before this public accounts committee. Then there 
is a question of principle involved, that it is a matter for parliament to decide, 
not this committee. In any case all these matters are referred to committees at. 
the present time. 

Mr. MAcDONNELL: It seems to me that what Mr. Wright has said as to the 
desirability of dealing with these accounts is manifest good sense. And now, — 
as to the point of procedure raised by Mr. Sinclair. I wonder if there is some- 
common sense way we can get around this. Is a recommendation the only 
thing that we can do? I think it would be a real help to the House of Commons 
if there were something available, some common sense plan worked out whereby 
these accounts would go to the committees most competent to handle them. 
And now, Mr. Chairman, you are very good on these things, could you not devise 
a way that that could be done; because I think Mr. Wright’s suggestion is chock- 
full of common sense? 

The CHAIRMAN: Are there any further comments? 

Mr. FrAsER: As I said before, I agree with Mr. Wright; but I think that 
instead of just saying those in schedules “C” and “D” you would say “and any 
other companies’’. 

The CHAIRMAN: At the moment it says all crown corporations. There is 
an amendment. 4 

Mr. FRASER: He mentioned schedules “C” and “D”, 
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De Mr. WRIGHT: Yes. 
The CHAIRMAN: They were not mentioned before. 
Mr. FRASER: He mentioned “C” and “D”, and I think there should be 
2 included in that any other companies that Pishe be formed that would be in 
that class; and as was also mentioned I think that if we cannot have a motion 
a _to have them referred to this committee, if that is out of order, then I think a 
i recommendation should again go to parliament that these be put before the 
proper’ committees of the House for investigation. 
: The CHAIRMAN: Any further comment? I, personally, am in sympathy 
’ ‘with what Mr. Wright has said because last year, if you remember, when I was 
_ drawing up the first draft of our report I.included such a recommendation, and 
also the year before, and the recommendation was approved by the committee 
to. the effect that reports of crown corporations be referred to a committee of 
the House, without being specific. Now, no action has been taken so far. Now, 
at a later stage, after we have completed our consideration of this bill, if 
_ Mr. Wright wants to, he may move a motion that we would incorporate in a 
_ separate report to the House a recommendation to that effect, but at this 
moment I think the motion is out of order because we would be legislating ina 
field in which we are not competent. This amendment would incorporate into 
an Act of parliament something that is for the House to decide itself, by way of 
an amendment to the standing orders of the House. It would require special 
action by the House. A committee which is a creature of the House cannot 
- instruct the House to do this or that, that is for the House itself to decide after 
a motion has been made in the House. It can decide whether it should alter 
its procedure and decide to send reports of this kind to a committee. 
There is just one thing further I want to say before I give my ruling, and it 
is this: Even at the moment not all matters are referred to committees. How- 
ever, the public accounts committee has the right to go into the accounts of all 
the departments, and so have we the right to go into the accounts of all these 
_ different corporations that have balance sheets reported in the public accounts. 
We have that right at the moment. Of couse, I understand what Mr. Wright 
wants, and that is what we intended two years ago. By his motion he would 
have these reports referred to special committees. I think that is not within 
- the competence of this committee and so I rule his amendment to the bill out 
- of order. 
| Mr. WRIGHT: Well, if I might say just one word more, supposing the 
- government of the day had a clause in this bill which stated that the companies 
- in schedules “C” and “D” shall be referred to a select committee of the House, 
that would be perfectly within the competence of the government, to place 
that in the bill? 
: The CHAIRMAN: It would not, because the House of Commons would be the 
one to decide its own procedure— 


Mr. WRIGHT: It would decide. 


The CHAIRMAN: —in an amendment to standing orders but not in any 
other way. In the first place, the government would not have done it because 
their advisers would have told them it was not legal; and even if somebody had 
made a mistake it would have been taken out because attention would have 
been drawn to the fact that they could not decide what the procedure of the 
House would be. It is the House itself which decides its rules, and any such 
prescription, if you want to have it in law, should be incorporated into standing 
orders and not in a general bill like this one which deals with administration. 
However, at any time, if you press it, I have no objection, if the committee con- 
sents, to entertaining a motion, after we are through with this bill which we 
have before us, that we as a committee make a recommendation that matters 
of this kind be referred to committees of the House. I do not think we could 
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do it in the form of an amendment to this special measure, but I would not | 
object to putting the question to the committee if it were put in the form of : 
a motion after we are through with this bill. : 

Mr. WRIGHT: While Mr. Clark is here, I would just like to ask him if he © 
would see any objection to that—to the annual statements of these corporations ~ 
being referred to a committee? 

Mr. CLARK: It is probably not competent for me Be say so, but I think that — 
from our point of view we would be very happy about that. I believe we have © 
the same objective as this committee. The Department of Finance and the 
Minister of Finance want to see that there is a maximum of control over 
expenditures and as many safeguards as possible on this kind of thing. We 
would therefore very much like to see this committee discuss the accounts and 
statements, for instance, of the corporations which are already’ reported in the ~ 
public accounts. 


Mr. WRIGHT: Thank you. 


Mr. FRASER: Mr. Chairman, in regard to that, at the present time Gere 
are Trans-Canada Air Lines, Canadian National Railways, and the steamship — 
lines. We have their enntal reports and they are up to date when they are — 
presented in the House, but when we get the public accounts, of course, they 
are over a year old. 

Mr. SINCLAIR: No. 

Mr. FRASER: Yes, they are over a year old. 

Mr. SINCLAIR: When the report of the Canadian National Railways is 
tabled in the House the minister then moves that it be referred to the special 
committee. I think that in this recommendation moved by Mr. Wright we © 
should incorporate this other suggestion ‘that they all be listed in a special 
section of the public accounts, that is, in one package, so that we may have all 
the reports. I would like to suggest a small amendment to section 85 because 
the officers of the department feel that in section 85, as far as ordinary company 
practice is concerned, it is better to say “statement of income and expenses”’. 
Whereas the government uses the word “expenditure”. The company usually 
uses. the word “expense’’. 

Mr. CuaArK: I think that “expense” is a more apt and appropriate word 
to employ in accrual accounting, and as you will recall it is intended that 
crown corporations should generally use accrual accounting. I may say that 
while private accountants in their audits of ordinary private companies are not 
fully consistent, the general tendency for them is to concentrate more and 
more on the use of “income and expense” in their audit reports. 

Mr. SINCLAIR: I so move, Mr. Chairman. 

Mr. CLARK: And in section 87 we will have to make the same change. 

Mr. StncLarR: I so move. 

The CHAIRMAN: I am sorry, Mr. Sinclair, would you mind repeating your 
motion? . 

Mr. SINCLAIR: I move that in section 85, subsection 2, paragraph (a), 
the word “expenditure” be deleted and replaced by the word “expense’’. 

The CHAIRMAN: Which line? 

Mr. SINCLAIR: In section 85, subsection 2, paragraph (a), the first line. 

The CHAIRMAN: That is right. 

Mr. SINCLAIR: So that it will read: | 

(a) a balance sheet, a statement of income and expense... 


The CHAIRMAN: Will you kindly give us the wording exactly as it should be?: 


a 
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Mr. Srtncuair: In line 32, the word “expenditure” should be replaced by 
the word “expense”’. 

_. The CHAIRMAN: Shall the clause carry as amended? 

4 Carried. 

5 

. 


Clause 86. 

86. The auditor is entitled to have access at all convenient times 
to all records, documents, books, accounts and vouchers of a corporation, 
and is entitled to require from the directors and officers of the corporation 
such information and explanations as he deems necessary. 


Mr. MAcDONNELL: “The auditor” there means, I take it, the auditor of the 
‘relevant crown corporation. That raises this question: Is there any inherent 
right on the part of the Auditor General? What are his rights with respect 
to the inspection of a crown corporation if he desires to do it? Should we not, 
as members of parliament, feel that our representative, and he is about the 
only one we have, should have the full right? And also, the question arises of 
duties; we do not want to load up Mr. Sellar with impossible duties, but I 
would like to feel that the Auditor General has the full right to examine into 
the affairs of any crown corporation. 


Mr. SINCLAIR: I moved that amendment to a private bill a few years 
_ago and at that time, as I recollect it, not one Conservative voted for it. 
Mr. MACDONNELL: We are always ready to learn from you, Mr. Sinclair. 
_ Mr. SINCLAIR: And in the following year the C.C.F. moved it, and again 
not one Conservative voted for it, so that convinced me to that extent, and I 
agree with section 77. 
) Mr. WRIGHT: I was really afraid that you were slipping. I know it now. 
Mr. MAcDONNELL: In view of that, I think we should have an expression 
of views on it from the Auditor General. 
‘The CHAIRMAN: Mr. Sellar? 


Mr. SELLAR: Mr. Chairman, I am not exactly clear what Mr. Macdonnell 
has in mind. Is it his idea that I should be the auditor of everything? 

Mr. MACDONNELL: Oh, no. 

Mr. SELLAR: Or that I should have access? 

Mr. MACDONNELL: Yes. 


Mr. SELLAR: Frankly, I am not interested in any company that I am not the 
auditor of. When you engage a firm or firms of chartered accountants to make 
an audit, they should be responsible for their audit. They should not be 
allowed to pass the buck to me to discover something that they might not do. I 
do not believe in the principle of divided responsibility. 

If the desire is that I simply have the right, so that I could be sent in 
there, all right. But the section which has to do with the auditing, section 71, 

reads as follows: . 


The Auditor General shall, whenever the Governor in Council, the 
Treasury Board or the Minister directs, inquire into and report on any 
matter relating to the financial affairs of Canada or to public property 
and on any undertaking or service that has received financial aid from 
the Government of Canada or in respect of which financial aid from the 
Government of Canada is sought. 


I think that would take in a public corporation. I may be wrong, but I 
assume that the government could tell me to go in and audit any of these cor- 
porations, if that was their desire. Perhaps the lawyers could tell me better 
about that. 
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But the problem you have raised, Mr. Macdonnell, has come up in England — ! 
and they have not formulated a set opinion on it yet. I was interested in Mr. 
Wright’s point because that has been up at Westminster several times in “the: 
last few years, yet they have not got a formula for it. i 

We should bear in mind that as far as I am concerned I carry out whatever | 
the House tells me to do to the best of my ability. If they wish to tell me to. 
look into other things, I will do so, and there will be no hesitation on my part, 4 
in trying to perform my duties. P 


Mr. MAcDONNELL: I had not the slightest intention of contravening what | 
you said at the outset. If there was an auditor charged, it would be his job, — 
and we could say to him: “This is your job; you go in.” But in section 71 Ty 
think your rights only arise if you are requested by the government. That is” 
not the point I had in mind. I wonder if there is some way by which you can 
be either set in motion by parliament, or have an inherent right? ‘ oa 


Let me read section 71. 


The Auditor General shall, whenever the Governor in Council, the! 
Treasury Board or the Minister directs, inquire into and report on any — 
matter relating to the financial affairs of Canada or to public property — 
and on any undertaking or service that has received financial aid 
from the Government of Canada or in respect of which financial aid : 
from the Government of Canada is sought. 3 a 


Now, do you see any way by which the gap which I suggest exists can 
be filled? That is, you would have no right unless you were set in motion by 
the government. That is the point I am raising. 4 


Mr. WRIGHT: Would that not be accomplished, Mr. Macdonnell® if ‘the! 
Auditor General were in fact the auditor of all crown corporations? “a 


Mr. MACDONNELL: It would, but I am not prepared to advocate that. 


Mr. WricHT: I think that would be the only way in which your sugges- © 
tion could be effectively put into effect. As a matter of fact, I think the Auditor 
General should be the auditor of all crown corporations. I realize it would be 
putting a large load on him, nevertheless, he can build up his staff. That can 
be done. He is the man who is appointed by parliament to audit the books of 
the Government of Canada, and the Government of Canada now includes a 
lot of crown corporations which are operating under the Government of | 
Canada. Personally, I think that parliament should appoint the Auditor General — 
as the auditor for all government agencies. It would create a larger amount of | 
work, but it simply would mean more staff. I do not know why the Auditor — 
General could not just as easily employ more staff as do the chartered account- — 
ants, or the other agencies that are presently doing that work of auditing. The © 
Auditor General, as the representative of parliament, would then in effect be © 
doing the very thing you are suggesting. 


Mr. MacpONNELL: Perhaps I should say a word about making the Auditor — 
General the auditor of all crown companies. My reason for being against it is © 
twofold: first of all, I think it would mean a tremendous addition to his staff; 
andesecondly, that commercial auditors who are engaged in the audit of com- — 
mercial accounts all the time, quite apart from telling a company that its books — 
are right, should be able to bring in a wealth of business experience which ~ 
could be useful. So, for both of those reasons, I would be against it. I wonder, ~ 
Mr. Chairman, if we are not certain to finish this afternoon, would it be possible ~ 
to allow section 71 to stand? } 

The CHAIRMAN: It is held over now. It is open. Section 71 is one of the © 


three clauses which have not been definitely approved yet. We are now on 
section 86. Section 71 is still in abeyance. \ 


[4 
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Poe Mr. MAcDONNELL: I would like to have a chance to think it over. 
- The CHarrMaN: Does section 86 as amended carry? 
Carried. 


Section 87. 

87. (1) The auditor shall report annually. to the appropriate Minister 
the result of his examination of the accounts and financial statements of 
a corporation, and the report shall state whether in his opinion 
(a) proper books of account have been kept by the corporation; 

(b) the financial statements of the corporation 

(i) were prepared on a basis consistent with that of the preceding 
year and are in agreement with the books of account, 

(ii) in the case of the balance sheet, give a true and fair view of the 
state of the corporation’s affairs as at the end of the financial 
year, and 

(iii) in the case of the statement of income and expenditure, give a 
true and fair view of the income and expenditure of the corpora- 
tion for the financial year; and 

(c) the transactions of the corporation that have come under his notice 
have been within the powers of the corporation under this Act 
and any other Act applicable to the corporation; 

and the auditor shall call attention to any other matter falling within 

the scope of his examination that in his opinion should be brought to the 
attention of Parliament. 

(2) The auditor shall from time to time make to the corporation or to 

. the appropriate Minister such other reports as he may deem necessary 
A _ or as the appropriate Minister may require. 
(3) The annual report of the auditor shall be included in the annual 
report of the corporation. 

(4) Notwithstanding section seventy-eight, tiie section operates in 
lieu of section one hundred and twenty of The Companies Act, 1934. 


4 ; 
a if 
a 
ie 
‘ 

; 
* 
¥ 

r 
Be 


‘Mr. CLARK: Mr. Chairman, in lines 25 and 26 I think the word “expenditure’’ 
‘should be changed to ‘“‘expense’’, for the same reasons that. were involved 
in the change in section 85. 

“Mr. SINCLAIR: I so move. 

The CHAIRMAN: It is moved by Mr. Sinclair to delete the word “expendi- 
ture” in line 25 and the word “expenditure’’ in line 26 and insert the word 
“expense” in both cases. Shall the amendment carry? 


Carried. 


Shall clause 87 carry as amended? 
Carried. 


Clause 88. 

88. In any case where the auditor is of the opinion that any matter 
in respect of a corporation should be brought to the attention of the 
Governor in Council, the Treasury Board or the Minister of Finance, such 
report shall be made through the appropriate Minister. 

Mr. FULTON: In clause 88, Mr. Chairman, shall we make the same insertion 
of the word “forthwith” after the word ‘made’ as we did in clause 73? 

The CHAIRMAN: I do not see any objection to it personally. Is this amend- 
ment acceptable to the committee? Mr. Fulton moves that we add the word 
“forthwith” on the 47th line, or at the beginning of the 48th line. 


Carried. 
97586—34 
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-Shall the clause as amended carry? 
Carried. 


Now we are trough with part VIII which deals ye Crown corporations. 
Mr. MacDONNELL: Mr. Chairman— ) 


The CHAIRMAN: If you do not mind, Mr. Macdonnell, I want to refer to 
what I said a day or two ago because I want to be consistent. Some of the 
officials drew my attention to something we did yesterday which might have | 
violated a principle I enunciated, and they are willing to have altered an item 


to the House. I mean, * we gave instructions to the minister to refer something 
to the attention of a select committee. I think an amendment would be i ae 
order to this paragraph which might read— : 


Mr. MAcDONNELL: What line? 


The CHAIRMAN: Line 44 on page 11, instead of “expenses of the Houses of 
Parliament’, it should read “‘expenses of the Senate or House of Commons”, t 
and carry on; or “‘library of pariament”’, and carry on, and “ shall report forth- : 
with to the minister who shall draw the matter to the attention of the—” and 
strike out the following words and replace them by “Senate or House on 
Commons as the case may be’”’. 


Mr. Stncuarr: The appropriate minister. By this the comptroller ist 
empowered to tell the appropriate minister. aor et 
The CHAIRMAN: No, it is the Houses of Parliament. 
Mr. SINCLAIR: Earlier they say, in 2 (a) (iii) with respect to the Senate 
and the House of Commons the respective Speaker, and with respect to the 
Library of Parliament, the Speakers of the Senate and the House of Commons. 
So, all we have to do is to draw the matter to the attention of the appropriate” 
Rae 
The CHAIRMAN: You mean the Minister of Finance? 


Mr. Sinciarr: No, the Speaker of the House of Commons, or the Speaker 
of the Senate, or, if it concerns the library, the Speakers of the Senate and the > 
House of Commons. That is provided for in 2 (a) (iil). 

The CHAIRMAN: Yes, but the minister in this act is always the Minister of 
Finance, and the comptroller “. . . shall report forthwith to the minister, who — 
shall draw the matter to the attention of the appropriate select standing 
committee’’, and it shall decide. ] 

You see, Mr. Wright, if there is something that is being done outside of q 
our powers we should go back and correct it. 

Mr. WRIGHT: It is peculiar that that was not noticed till I made my motionm 

The CHAIRMAN: I admit that. 


Mr. MAcDONNELL: I prefer to think that you were right yesterday, Mr. 
Chairman. 


The CHAIRMAN: Shall we revert to item 31? It is moved by Mr. Sinclair — 
and seconded by Mr. Wright that clause 31, as amended by Mr. Sinclair, carry. 


Mr. FULTON: How does it stand now? 
The CHAIRMAN: In paragraph 6— . 


Whenever the comptroller is of the opinion that a doubt exists as 
to the legality or otherwise of a proposed charge to an appropriation © 
provided for the expenses of the Houses of Parliament or the Library 
of Parliament, he shall forthwith report to the Minister who shall draw — 
the matter to the attention of the appropriate minister. 


Mr. SINCLAIR: And he shall decide. 
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eS The CuarrMawn: I do not know if we should leave that in. It would be up 
to ‘the House to refer it to a standing committee. 


Mr. WRIGHT: What is the sense of that? It is to be drawn to the attention 
of the minister, who again brings it to his own attention. It just does not make 
. The CHAIRMAN: That is right. I would not say “to the attention of the 
appropriate minister’, I would say “‘to the attention of the Senate or the House 
of Commons’’, because the minister drawing the matter to the attention of the 
appropriate minister would mean that a minister whose-offices had. done some- 
‘ thing wrong that the comptroller did not like would have the decision to give. 


Mr. FuLTON: I think we should leave it the way the officials recommended 
“that it be changed—that it be drawn to the attention of the House of Commons. 


4 Mr. WRIGHT: How can it be brought to the attention of the House of 
_ Commons except by the minister? 
: Mr. Sinciatr: When the comptroller draws to the attention of the Speaker 


that there is something wrong, the Speaker will have to bring it before the 
House. 


The CHAIRMAN: We refer it to the House to decide. 


Mr. SINCLAIR: When the comptroller makes a direct observation on the 

House of Commons and refers it to the Speaker, the Speaker has to refer it to 

t the Internal Economy Committee of the House. What does Mr. Sellar think 
“of this, because this is a reference back. ° 


Mr. MACDONNELL: Surely when he has reported to the Minister of Finance 
_he has done everything he can. 

Mr. SINCLAIR: For a department of government, yes, but this is one group 
_ that does not come under the government. The Speaker of the House of 
_Commons is not responsible to the government, nor is the House of Commons 
responsible to the government. 


The CHAIRMAN: Whenever the comptroller is of the opinion that a doubt 
exists as to the legality or otherwise of a proposed charge to an appropriation— 
well, that proposed charge will already have been approved, we can assume 
_ by the Speaker, so what is the purpose of referring it back to him? I think it 
should read: “... he shall report forthwith to the minister who shall draw 
_the matter to the attention of the Senate or the House of Commons, as the 
case may be, to decide.” It is for them to decide, and if they want to send it 
to a committee it is up to them to decide on that procedure, but it is not up to 
us to tell them they should send it to a committee. 

Mr. FULTON: I so move, Mr. Chairman. 


Mr. SINCLAIR: How does the comptroller, who normally reports to the 
Minister of Finance, report this matter? How does the Minister of Finance 


draw the attention of the House or the Senate to these things? What would 
be his routine? 


The CHAIRMAN: I am not an expert on constitutional law, but the minister 
can draw the attention of the House to anything he wants to. 


Mr. FuuLrorD: Perhaps Mr. Sellar could give his opinion on this. 


Mr. SELLAR: I think I can tell you the history of this. It goes back a 
number of years when Mr. King was the Prime Minister and a particular 
transaction came up. At that time I was Comptroller of the Treasury. I think 
Mr. King was anxious for a certain thing to be done. It was proposed the 
Treasury Board should authorize it, but in the interval the Minister of Finance 
had referred the matter to me and Mr. King phoned me and I took the view 
that the Treasury Board had no status whatsoever regarding the management 
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of the House of Commons, that that was a Berliamentary matter putside! of the 
executive government and that the Internal Economy Committee was. the 
proper body to decide that. He agreed with me and in due course action wa i 
taken by the Internal Economy Committee and ratified later by the House of 
Commons by resolution. I think in the drafting of this section the problem 
arose over what is the comparable body in the Senate. I think that the drafts-_ 
man would have no trouble when he said the Internal Economy Conn a 
is the authority for it, because that is a statutory body. 4 
The CHAIRMAN: Is there a corresponding body in the Senate? 
Mr. SELLAR: No. That is the problem. 


The CHAIRMAN: Yes, but even the Internal Economy Committee of the 
House is a creature of the House. aa 
Mr. SELLAR: No, it is set up by statute, it is in the Act. | 
The CHAIRMAN: It is not a creature of the House? And you. say there is 
nothing comparable in the Senate? ai 
Mr. SELLAR: I think the Governor in Council makes nominations to ity] 
but only persons who are privy councillors are eligible to be members of the > 
Internal Economy Committee. ; Ay 
Mr. SINCLAIR: What do you suggest, Mr. Sellar? 
The CHAIRMAN: I think it should read “. . . who shall draw the mattel 
to the attention of the Senate or the House of Commons”, and it is up to 
them to refer it to the appropriate authority. q 
Mr. CROLL: I think Mr. Sellar is right. Why go beyond the House of 
Commons or Senate? Beyond that let the ordinary machinery take its course. 4 
Is that your suggestion, Mr. Sellar? a 
Mr. SELLAR: Yes. If I might interrupt again—the ony thing is there 4 
might be a delay. 


Mr CROLL). In ithe House of Commons? Don’t say that! 
Mr. SINCLAIR: The House of Commons may not be sitting. 
The CHAIRMAN: Paragraph 6 of item 31—I will read it again. 


Whenever the comptroller is of the opinion that a doubt exists as to — 
the legality or otherwise of a proposed charge to an appropriation pro- ‘ 
vided for the expenses of the Houses of Parliament or the Library of : 
Parliament, he shall report forthwith to the minister— 

that is, the Minister of Finance 


ya 
ah 
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—who shall draw the matter to the attention of the Senate or the House 
of Commons, as the case may be, to decide. 
Draw it to their attention to decide. . 
Mr. MAcDONNELL: Is that practical? What happens when something is 
referred to the House of Commons? 
The CHAIRMAN: What happens when it is referred to a select standing 
committee? 
Mr. Croutu: Mr. Macdonnell gets up and asks ‘“‘what has the minister done 
about so-and-so?”’ 
Mr. MAcCDONNELL: But how does it get before the House? 
Mr. CROLL: The minister has to do it. 
Mr. FULTON: How does the minister refer it to the House? ; 
Mr. CroLL: When the House is sitting he does it in the ordinary way by — 
reading an ordinary statement and says this is a matter for the House to decide. — 
Ministers have those privileges. It is done every day. 
Mr. MACDONNELL: What are they going to do to decide? 
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3 Mr. CROLL: He says this is a problem and leaves it up to the Speaker. 
e Mr. SINCLAIR: The Speaker is the appropriate minister under this Act as 
far as the House of Commons is concerned. 


4 The CHAIRMAN: Then you would be reporting to the minister whose own | 
- department had done something that the comptroller had doubt about. 
.. Mr. SINCLAIR: The Minister of Finance would normally draw the attention 


of the ordinary minister to the matter. If something was irregular in the 
Department of Transport, would that not be the procedure? The Minister of 
Transport would be the one who would have to correct it, otherwise it would 
be in the report of the Auditor General the following year. In this case the 
Minister of Finance reports to the appropriate minister, who is the Speaker. 
Mr. MACDONNELL: Who approves the appropriations for the expenses of 
_ the Houses of Parliament, the Speaker” 
Mr. SIncLair: No, the parliament itself. 
Mr. MACDONNELL: Who approves the charge to an appropriation? 
Mr. SINcLArIR: Mr. McIntyre could speak on that. 
Mr. MACDONNELL: Here we have a case where the comptroller is of the 
- opinion that doubt exists as to the legality of a charge to an appropriation. Who 
_ will have authorized that charge in the first place? 
| Mr. McINtTYRE: The officers of the department concerned. 
Mr. MAcDONNELL: But this is the Speaker’s department. 
Mr. FULTON: The Senate and the House of Commons. 
5 Mr. McIntyre: The Clerk of the House. He will approve the proposed 
_ expenditure and if there is any doubt as to the legality of the charge this section 
_ sets out the steps to be taken to clear it up and arrive at a decision. In the case 
- of other departments, if a similar matter arises it goes to the Treasury Board 
and the Treasury Board makes the decision. 
Mr. MAcCDONNELL: In the case of another department, is it not, as Mr. 
Sinclair read, that the appropriate minister would have the irregularity drawn 
- to his attention? Would that not be natural? 
Mr. McINTYRE: He may in the first place, but if the proposed charge is not 
a proper charge to the appropriation of the department, or if the comptroller 
has any doubts about it, they have the right under this section to refer it to 
Treasury Board and get a ruling. 

Mr. MACDONNELL: Would it not be brought to the attention of the parties 
primarily concerned, the Speaker of the House of Commons in this case? 

Mr. McINTYRE: Yes. 

Mr. MACDONNELL: Well, would it not be the appropriate language to say 
the Speaker of the House of Commons? It is the clerk who will have approved 
if a mistake has been made. 
| The CHAIRMAN: May I ask Mr. Henry to give us an opinion on this. Mr. 

Henry, we want your opinion as to the advisability of the wording that has 
been suggested here, the Senate or the House of Commons, or as the appropriate 
minister, the Speaker. We ought not to impose something on parliament we 
have no right to impose. 

Mr. Henry: The wording that I had informally suggested was the one 
suggested by yourself, Mr. Chairman— 

Mr. FLEMING: You are right again, Mr. Chairman! 

Mr. Henry: —because it seemed to me that the House would have its own 
procedure for dealing with a matter of this kind. Now, it might be that the 
wishes of the House or the Senate would be that the Minister of Finance would 
draw the matter to the attention of the appropriate Speaker. I do not know, 
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to tell you the truth, whether or not that is the proper way to do it, but it seems © 
to me you cannot be wrong in drawing it to the attention of the House or the ‘ 
Senate. To do that, I should have thought that the minister would simply say — 
“here is a matter that has been referred to me by the comptroller under section © 
so-and-so, I move that it be referred to the Internal Economy Commissioners, © 
or other appropriate committee.” It seems to me it could be worked out on 
that basis. I am not sure, because I have not thought about it, whether it 8 
can be worked out by referring it to the Speaker because I am not sure what the : 
Speaker does in a case like that. " 


Mr. SINCLAIR: Suppose the Clerk of the House wanted to get a a of 
dictaphones for the stenographers’ pool, and the comptroller might doubt hee . 
this was a legal charge against the authority, the appropriation for stationery. 
Is that going to be held off till next spring for the decision of the House? 

That is the type of thing you come across, Mr. McIntyre, is it not? 


Mr. McIntyrE: That is what we have in mind. | 


Mr. SINCLAIR: Let us look at that. Do you mean to say that the House of 
Commons has to decide whether or not a dictaphone should or should not be 
bought? 4 

Mr. Masgor: Are you not referring it to the Speaker and the eneieer may | 
refer it to the standing committee? 


The CHAIRMAN: If we want to correct something that we have not the 3 
right to do, we are taking a roundabout way of doing it. I thought, if we left © 
it as Mr. Henry himself considered appropriate, we should leave it to the 
“Senate and the House of Commons’”’. , 

Mr. MACDONNELL: No, no, I do not think so. : 

May I ask Mr. Henry this question? If this was another department—Trans- ~ 
port, Agriculture, or whatnot, am I right in thinking, as has been suggested, 
that the proper person to have this directive would be the minister of the 
respective department, is that correct? 


Mr. HENRY: Yes, sir, for the purpose of drawing it to his attention, but he | 
would not decide— 


The CHAIRMAN: That way we will not get the decision. 
Mr. CROLL: Why not leave the decision with the Speaker? : 


Mr. MACDONNELL: I was going on to ask if that was the proper procedure, 
would not the analogy in this case be the Speaker? 


Mr. CLARK: No, I do not think the proper analogy is the Speaker. I suppose 
the Speaker is in the same position as the minister of the appropriate depart- 
ment—the minister whose official has made a request for a cheque which is — 
illegal in some respects, in excess of the appropriation or something of that 
sort. In such cases the comptroller has to argue with the appropriate depart- 
ment and it gets up to the minister, presumably, before it is actually referred — 
to the Treasury Board. But he cannot get the issue settled with the department 
—whether it is the deputy minister, another official, or the minister—so in the 
preceding subsections of this section he has to refer it to the Treasury Board and 
the Treasury Board makes the final decision between the disputants. 

Here, you are trying to deal with a case where there has been a dispute. 
The Clerk of the House has requested a cheque which for some reason the 
comptroller thinks is illegal and a proposed illegal application of public funds. 
Presumably, it has been called to the attention of the Speaker by the official, the 
clerk, or the comptroller, and it may be that the Speaker upholds this particular 
official. You have the question then of who will decide as between the comp-_ 
troller and the Speaker or, if you like, the Clerk of the House. You have to 
find something that corresponds to the Treasury Board in the case of another 
department. 
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The original form of this subsection assumed that the appropriate select 
standing committee of the House, let us say the internal economy committee, 
was the body that would provide the independent judgment and would arbi- 
_ trate, but if you cannot do it that way, I do not know what to do. 


The CHAIRMAN: The internal economy committee is not a select standing 
- committee of the House, so, if we do that, if there is any hesitation as to choos- 
ae between the words “‘the Senate or the House of Commons” and the wording 
“the appropriate minister” I might suggest ‘“‘the internal economy committee of 
_ the House.” — f 


Mr. MACDONNELL: Who are on the internal economy committee? 


The CHAIRMAN: They sit all the time—three ministers plus the Speaker. 
Paragraph 16 of the House of Commons Act reads: 

The Governor in Council shall appoint four members of the King’s 
Privy Council for Canada who are also members of the House of Com- 
mons who with the Speaker of the House of Commons shall be com- 
missioners for the purposes of this and the four next following sections. 

Then you come to 18: 

All sums of money voted by parliament upon such estimates or 
payable to members of the House of Commons, .. . .etc.,. . . . shall be 
subject to the order of the commissioners or any three af them of whom 
the Speaker shall be one. | 


| So, the internal economy committee is not a select standing committee and 
it would be the appropriate body here— 

Mr. SINCLAIR: What about the Senate? The Senate have not got one? 
And ‘what about the library? 

es Mr. WRIGHT: That is the difficulty; the Senate has not got the same body 
_ we have. 

The CHAIRMAN: I stick to my first opinion, the select standing committee 

should not be included. 

Mr. SINCLAIR: The internal economy committee might apply to the House 
of Commons but it does not apply to the Senate nor the joint committee for the 
library. On the question of the comptroller giving his views to the Minister of 
Finance, and the Minister of Finance formally informing the Speaker, the 
Speaker is going to take a very good look at it. 

The CHAIRMAN: But who will decide? 

Mr. Srncuair: The Speaker will decide. If he is wrong, then six months 
later in the Auditor General’s report Mr. Watson Sellar will mention the matter 
referred by the minister to the Speaker pointing out that he feels that the 
Speaker has exceeded his authority—I think it will be a long time before we 
have a Speaker getting himself reported in the Auditor General’s report. 

The CHAIRMAN: In all other cases you have the Treasury Board as the 
judge. In this case you leave the minister and his officials who have done the 
thing to be the judge. I think we can say the internal economy commission— 

Mr. SINCLAIR: But that leaves the Senate and the library—the other two— 
out in the cold. 

Mr. FULTON: May I ask Mr. Sellar if the Senate has any committee that 
corresponds to our internal economy committee? 


Mr. SELLAR: Yes, sir. 
Mr. FULTON: Can we not say— 
The CHAIRMAN: What is the name of the committee? 


Mr. SELLAR: I think it is what they call the Committee on Expenditures, 
although I do not want to swear to it. 
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Mr. FULTON: Why not say “refer it to the appropriate committee”? 

Mr. WRIGHT: I suggest we leave this over until we find out who are the. 4 
appropriate people. a 

Mr. CROLL: I am informed it is the Internal Economy and Expendfures! q 
Committee of the Senate. 4 

The CHAIRMAN: Well then, let us say ‘ . to the Internal Economy aa 4 
Expenditures Committee of the Senate or sas Internal Economy Committee of — 
the House to decide.”’ 

Mr. StncLair: Then Mr. Wright’s motion is back in order. 7 

The CHAIRMAN: No, because the Internal Economy Committee is not a _ 
standing committee of aa House. : s 

Mr. StncuarR: But on the Senate it is—then what about the e, library The “A 
library is run by a joint committee of both Houses. a 

The CHAIRMAN: Well, I will probably be accused of having delaved the: 4 
proceedings of the committee, but I think we should leave this open | and try 4 
to get agreement among the Toca authorities on the wording. 

Mr. Kirk (Digby-Yarmouth): Before you leave that, could we have Mr. 
Sellar comment on Mr. Sinclair’s last remark? 

Mr. SELLAR: Mr. Chairman, I have been discussing this with hon. members 
around me and I think Mr. Sinclair is wrong. 

Mr. SINCLAIR: Good. 

Mr. SELLAR: He says that if the Speaker makes a payment that is not in — 
my opinion correct, six months later it will appear in my report. I say no: 
that under the Act the Speaker has a statutory discretion and whatever he © 
decides is right, and I have nothing to say about it. I may be wrong, but that 
is my impression. te } 

The CHAIRMAN: We will try to iron it out during the dinner recess. k 

At this point I should say that Mr. Macdonnell had asked for the privilege — 
of putting a few questions on Crown corporations’ powers. f 

Mr. MAcCDONNELL: I hope that is not a privilege. | 

The CHAIRMAN: Yes, it is, because what I told you in a way amounts to 
giving a privilege because you are not dealing directly with the bill we have | 
now. . 


Mr. MACDONNELL: But I asked earlier at what point I should speak. There 
must be some place where we can discuss the powers of Crown corporations. 


Mr. SINcLArIR: In their Act. 


Mr. Croutu: Mr. Chairman, may I suggest to Mr. Macdonnell that the 
powers of Crown corporations are discussed on the floor of the House—and ~ 
they are either extensive or narrow. 


Mr.’ SINCLAIR: Speak on the matter when their bills of incorporation are 
being presented. We might just as well discuss the powers of various ministers 
in departments under this bill. 


Mr. Crouu: As I recall it, in the last four or five years we have had crown 
corporations. There have been bills before us wherein the powers were set 
out and they varied from time to time, depending upon the kind of work these 
corporations intended to do. The Maritime Commission was one, and I think 
Polymer was up one time. 


Mr. MACDONNELL: Just looking at it for the moment, let us take clause 83. 
I let clause 83 go past with the understanding that this question of powers 
could come up. 


Mr. CROLL: It is all right with me to bring it up. 
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Mr. MACDONNELL: The clause in question, I submit— 
Mr. FLEMING: Go ahead and ask the question. 
Mr. SINCLAIR: On agency corporations? 


if Mr. MacponNnELL: What I want to raise I think is a question that has 
- considerable interest, at any rate, and it may at least involve a recommenda- 
a tion of this committee which dada be dealt with later on. 
; I want to raise the question of what is the reason for the broad powers 
_ that several of the companies have? We have been given a list here, and several 
_ companies are incorporated with broad powers—some of them I think are 
_ perfectly irrelevant and quite improper for crown corporations. The answer 
Hl may be that they are never exercised, but I do want to raise the question of 
- whether they should carry on any other business, have the power to lend money 
i to any other company, the power to sell and dispose of undertakings—are 
_ those proper and relevant powers for crown corporations? 
The CHAIRMAN: Would not the minister be the one to sneer? Those are 
_ questions of policy. The powers given to each corporation was a matter of 
_ policy discussed in cabinet and recommended by the appropriate minister, and 
acceded to by the Minister of Finance. 
Mr. MaAcDONNELL: If I may discuss this with the minister— 
Mr. SINCLAIR: Are we not getting an awful long way away from this bill? 
The various Acts of parliament setting up crown companies spell out the 
powers and responsibilities of those companies. All this Act is doing is giving 
us some control, some audit. In their Act of incorporation they are given 
_ powers to buy and sell, but this is not an Act for the administration of crown 
companies. This is the Financial Administration Act. If we are going to have 
each minister responsible for crown companies to come before us as if we 
were a committee on crown companies and ask what powers they have and 
what they can and cannot do— 
Mr. MACDONNELL: I do not suggest that. 
Mr. SIncuair: But very close to it. 
The CHAIRMAN: Section 83 which we Hrewed says: 
The Governor in Council may make regulations with respect to the 
conditions upon which an agency corporation may undertake con- 
tractual commitments. 


Now, Mr. Macdonnell knows that some of these corporations undertake con- 
tractual commitments according to their present charter but he wants to get 
further information as to what their powers are. I am in the hands of the 
committee. I think it was agreed that within reasonable limits you could in a 
short time ask a few relevant questions on the matter once we had the chapter 
approved. If the committee does not want to stand by my agreement— 

Mr. JutTrRas: Section 83 applies in awarding contracts? 

The CHAIRMAN: Contractual commitments and Mr. Macdonnell wants to 
refer— 

Mr. JutTrRAS: Mr. Macdonnell referred a moment ago to the various powers. 
He referred to powers generally and he referred specifically to many powers 
that he did not expect would be used. In other words, he refers to the general 
powers and surely that is completely out of order. 

The CHAIRMAN: Maybe he would like to get on with contractual com- 
mitments. 

Mr. MacpoNNELL: If you will say to the minister when he comes here 
that I raised this question and open the door for me to just raise it with him— 

The CHAIRMAN: He will be at liberty to answer or not. 
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Mr. MacpoNNELL: If he refuses I will be Raat: 


Mr. JutTras: I ve not think it is a matter that should he left ions the 4 
minister. 


The CHAIRMAN: We cafinot force him to answer a rege but we can. 4 
tell him that a member has raised such a point. = 

Mr. FLEMING: May I ask Mr. Sellar this question on the matin ieee gy a 

May I ask Mr. Sellar on this point if he has had occasion at any time to & 
report that any of the crown corporations have exceeded their corporate 4s 
powers or proper functions? | . 

Mr. SELLAR: Let me narrow that question down so when I am thinking — 4 
I do not have to cover too much territory. You are referring) to. companies a 
created under The Companies Act? 

Mr. FLEMING: Not necessarily, I am speaking of crown corporations. 

Mr. SELLAR: In my present report which is before the committee, I am 
raising the point that the Federal District Commission charged certain expenses | a 


which I considered as being beyond the authority given them by the Act—_- 
if that is what you mean? 


Mr. FLEMING: Well, I am thinking more particularly of the aieatiog of 4 
powers. That would be one phase: expending money for some unauthorized q 
purpose. Is there any other type of situation you have encountered which has ~ 
involved an excess on the part of a crown corporation of its proper corporate ™ 
powers and its functions? | 


Mr. SELLAR: I have been consulted twice as to whether they had the power 
to do certain things. 


Mr. FLEMING: Were they in excess of the powers of the corporation? 


Mr. SELLAR: Well, they did involve the application of ancillary powers in 
section 14 in the Act. 


Mr. WRIGHT: There is another point I want to raise with regard to Mr.~ 
Sinclair’s statement that the powers of these various corporations are set out 
in their Acts of incorporation and that they do come before parliament. I see 
at least one corporation here that I do not think was ever set up in that way, 
the Canadian Sugar Stabilization Corporation, which I think was set up by 
Order in Council under the War Measures Act and therefore its powers would be 


indicated in the Order in Council which while it was tabled in parliament was 
never discussed in parliament. 


The CHAIRMAN: The purpose of this committee at the moment is to study 
bill number 25. I do not see anything wrong in what Mr. Macdonnell has just | 
stated, that he would be satisfied when the minister comes here to ask him 
questions. I think the minister is a responsible person and if he feels that a — 
matter, in his opinion, does not come within the purvue of this Act, then it is 
up to him so to answer. 

Mr. MACDONNELL: The other point that I raised was this: I asked for a list 
of the directors of the various crown corporations. Am I able to have that? 

The CHAIRMAN: Whether you would have that today or not— 

Mr. MAcDONNELL: I want to discuss that with the minister; about a question 
of policy. 

The CHAIRMAN: That goes much beyond the Act and much beyond Section - 
83. As far as we are concerned I think it is fair for me to ask that we should 
not pursue those questions now. When the minister is here—he isa responsible 
person—if he feels that the information requested is not relevant to bill number 


25 he will say so and that will end the matter. Now, shall we go on with 
the bill, section— 
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‘Mr. Cuark: Mr. Chairman, I have here a list of the directors of the crown 


corporations that come under the Department of Defence Production. We have 
not been able to get the others as yet. Would those of the Department of 


Defence Production be of use? 


The CHarRMAN: I would think that tonight or tomorrow when the minister 
is here would be the time to bring up questions about that matter. If we finish 


this Bill now we will have him tonight. We are now on part IX, civil liability 
and offences, section 89: 


89. (1) Whenever the Minister has reason to believe that any person 
(a) has received money for His Majesty and has not duly paid it over, 
(b) has received money for which he is accountable to His Majesty and 
has not duly accounted for it, or 
(c) has in his hands any public money applicable to any purpose and 
has not duly applied it, 
the Minister may cause a notice to be served on such person, or on his 
representative in case of his death, requiring him within such time from 
the service of the notice as may be named therein, duly to pay over, 
account for, or apply such money, as the case may be, and to transmit to 
the Minister proper vouchers that he has done so. 


(2) Where a person has failed to comply with a notice served on him 
under subsection one within the time stated therein, the Minister shall 
state an account between such person and His Majesty, showing the 
amount of the money not duly paid over, accounted for or applied, as 
the case may be, and, in the discretion of the Minister, charging interest 
on the whole or any part thereof at the rate of five per cent per annum 
from such date as the Minister may determine, and in any proceedings 
for the recovery of such money a copy of the account stated by the 
Minister, certified by him, shall be prima facie evidence that the amount 

_ stated therein, together with interest, is due and payable to His Majesty, 
without proof of the signature of the Minister or his official character, 
and without further proof thereof, and such amount and interest may 
be recovered as a debt due to His Majesty. 


Mr. FuLTon: I would like to as Mr. Henry just as a matter of curiosity ~ 
whether clause 89 is wide enough to cover the procedure for the recovery of 


arrears of taxes or whether this only applies to other types of debts to the 
crown? 


Mr. Henry: No, sir, section 89 is not intended to be a tax collecting provi- 
sion. It is intended to provide recourse to the crown for the purpose of 
recovery of money that is accountable to the crown, that has been paid to 
somebody to be paid to the crown; in other words, it is to cover the case 
where an officer of the crown or some other person on behalf of the crown has 
received money which has not been paid over. In the case outlined— 

Mr. FULTON: It does not cover taxes? 


Mr. Henry: No, taxes that have not been paid by the taxpayer are not 
yet moneys that belong to the crown. 


Mr. FULTON: I notice here that clause (b) says,: “has received money for 
which he is accountable to His Majesty and has not duly accounted for it, or—”’ 
I was wondering— 


Mr. Henry: Unfortunately, I do not think we can say that there is any 
recourse under this section against such persons. 


The CHAIRMAN: Order, gentlemen. How do you expect the reporter to be 
able to take down our proceedings with all this noise. 
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Mr. Henry: I may say that section 89 is in practically the same form. as ‘ 


sections 58’and 59 in the other Act. It has just been clarified a little bit by some 
paragraphing. There is no change in the substance at all. 


Mr. FULTON: The other point I wanted to make SPREE to a similar provision 


inthis: pari 2 
The CHAIRMAN: Let us deal with 89, the clause we are on. 
Mr. FULTON: This is 89 as well. I just wanted to ask how long it has 


been a provision of the law under this heading that accounts stated by the > 
minister and certified by him, ‘“‘shall be prima facie evidence that the amount > 


stated therein, together with interest, is due and payable to His Majesty, without 
proof of the signature of the minister or his official character, and without 
further proof thereof, and such amount and interest may be recovered as a debt 
due to His Majesty,” and that is repeated in the same form in other sections 
under this Act. 


Mr. Henry: My recollection of this, Mr. Chairman, is that that section goes 
back to 1867. 


Mr. Fuuton: In that form? 


ee aT Oe ee eee ee aT eee ~ 


Mr. Henry: The words may not be exactly the same but to my reochecnon “a 


that provision does go back that far. 
Carried. 


The CHAIRMAN: Shall section 90 carry? 
90. Where it appears 
(a) by the books or accounts kept by or in the office of any person 
employed in the collection or management of the revenue, 
(b) in any accounting by such person, or 
(c) by his written acknowledgement or confession 
that such person has, by virtue of his office or employment, recenved 
money belonging to His Majesty and has refused or neglected to pay 
“over such money to the proper persons at the proper times, an affidavit 
deposing to such facts, taken by any person having knowledge thereof, 
shall, in any proceedings for the recovery of such money, be received in 
evidence and shall be prima facie proof of the facts stated therein. 


Carried. | P 


Section 91. 
' 91. Where by reason of any malfeasance, wilful neglect of duty or 
gross negligence by any person employed in collecting or receiving any 


public money, any sum of money is lost to His Majesty, such person is ~ 


accountable for such sum as if he had collected and received it and it 
may be recovered from him as if he had collected and received it. 


Carried. 


Mr. FuLTON: Isn’t that rather wishful thinking? 
Mr. CHAIRMAN: Pardon me? 
Mr. FuLToN: I said, is not 91 wishful thinking? 


The CHAIRMAN: It is for you to decide whether you have any questions to 
ask on it or not. 


Shall 91 carry? 
Carried. 


Section 92. 
92. Every officer or person acting in any office or employment con- 
nected with the collection, management or disbursement of public 
money who 
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(a) receives any compensation or reward for the performance of any 


official duty, except as by law prescribed; 

(b) conspires or colludes with any other person to defraud His Majesty, 

or makes opportunity for any person to defraud His Majesty; 

(c) designedly permits any violation of the law by any other person; 

(d) wilfully makes or signs any false entry in any book, or wilfully 
makes or signs any false certificate or return in any case in which 
it is his duty to make an entry, certificate or return; 

(e) having knowledge or information of the violation of any revenue 
law by any person, or of fraud committed by any person against His 
Majesty, under any revenue law of Canada, fails to report, in writing, 
sueh knowledge or information to his superior officer; or 

(f) demands or accepts or attempts to collect, directly or indirectly, as 
payment or gift or otherwise, any sum of money, or other thing of 
value, for the compromise, adjustment or settlement of any charge 
or complaint for any violation or alleged violation of law, 

is guilty of an indictable offence, and is liable on conviction to a fine not 

exceeding five hundred dollars, and to imnprisonment for any term not 

exceeding five years. 


‘Carried. 
Shall 93 carry? 


93. Every person who 


(a) promises, offers or gives- any bribe to any officer or any person 


acting in any office or employment connected with the collection, 
Management or disbursement of public money, with intent 
(1) to influence his decision or action on any question or matter 
that is then pending, or may, by law, be brought before him in 
‘his official capacity, or 
(ii) to influence such officer or person to commit, or aid or abet in 
committing any fraud on the revenue, or to connive at, collude 
in, or allow or permit any opportunity for the commission of any 
such fraud, or 
(b) accepts or receives any such bribe, 
is guilty of an indictable offence, and is liable on conviction to a fine not 
exceeding three times the amount so offered or accepted, and to imprison- 
ment for any term not exceeding five years. 


Carried. 
Shall 94 carry? 


94. All books, papers, accounts and documents kept or used by, or 
received or taken into the possession of any person who is or has been 
employed in the collection or management of the revenue or in account- 
ing for the revenue, by virtue of that employment, shall be deemed to be 
chattels belonging to His Majesty; and all money or valuable securities 
received or taken into the possession of any such officer or person by 
virtue of his employment shall be deemed to be money and valuable 
securities belonging to His Majesty. 


Carried. 


Now we come to Part 10—Miscellaneous. 
Shall section 95 carry? Are there any comments? , 


95. (1) Where, in the opinion of the Minister of Justice, any person 
is indebted to His Majesty in right of Canada in any specific sum of 
money, the Treasury Board may authorize the Minister of Finance to 
retain by way of deduction or set-off the amount of any such indebted- 
ness out of any sum of money that may be due or payable by His 
Majesty in right of Canada to such person. 
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(2) Where, in the opinion of the Minister of Justice, any person is 4 
indebted in any specific sum of money on account of taxes payable to any a 
province, and an agreement exists between Canada and the province | 


whereby Canada is authorized to collect the tax on behalf of the province, 


the Treasury Board may authorize the Minister of Finance to retain by | 
way of deduction or set-off, out of any sum of money that may be due or a 
payable by His Majesty in right of Canada to such person, the amount — 
of such indebtedness, but the amount so retained shall not exceed the — 
amount that might under the laws of the province be seized or attached — 


under execution or garnishee proceedings. 
(3) Where, in the opinion of the Minister, 


(a) any person is indebted to a province in any specific sum of money 4 


by reason of his having received from the province a payment, in 


respect of which Canada has contributed under the provisions of — 


any Act, to which he was not entitled, and 
(b) the province has made reasonable efforts to effect recovery of the 
amount of such indebtedness, 


the Treasury Board may authorize the Minister to retain by way of 4 


deduction or set-off the amount of such indebtedness out of any sum of 
money that may be due and payable by His Majesty in right of Canada 


to such person, and the amount so deducted less the portion thereof that. 


in the opinion of the Minister is proportionate to the contribution in 
respect thereof made by Canada, may be paid to the province out of the 
Consolidated Revenue Fund. 


Carried. 


Mr. WRIGHT: Could we get some explanation of what additions there are 


in this section 95? I see that (3), (a), and (b), are new. 

Mr. Baus: Well, Mr. Chairman, the new provision gives the Treasury 
Board authority to authorize the Minister of Finance to retain out of any 
money due and payable by His Majesty in right of Canada to any person, any 
specific sum of money for which such person is indebted to a province by 
reason of his having received from the province a payment in respect of which 
Canada has contributed under the provisions of any Act and to which he is not 
entitled and in respect of which the province has made reasonable efforts to 
effect recovery of the amount of such indebtedness. This is the type of case 
in which a person may have a debt due to the Crown in the right of a province 
but in respect of money in which the federal government has made some 
contribution. 


Mr. WRIGHT: Such as old age security? 


Mr. Bauus: Old age security, for instance, where overpayment has been 
made by a province to an individual, part our money and part provincial. 
This section would help to collect it. 


Mr. WRIGHT: What is that? 


Mr.: BALLS: It would help collect the over-payment out of the money we 
would be paying to that particular person. 


Mr. Kirk (Digby-Yarmouth): In similar cases in the past was the only 
method of collection through the provincial authorities or through the courts? 


Mr. BALLS: Yes, but now we will be able to do it by withholding the 
amount from moneys that we would otherwise have to pay out. 


Mr. CLARK: We had no such law in the past. 
The CHAIRMAN: Shall section 95 carry? 
Carried. 
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Shall section 96 carry? — 

96. Whenever it appears to the Governor in Council that any account, 
statement, return or document required by any Act of Parliament or 
otherwise to be laid before one or both Houses of Parliament contains 
the same information as or less information than is contained in the 
Public Accounts, the Governor in Council may direct that the account, 
statement, return or other document be discontinued, and thereafter it 
need not be prepared or laid before either House of Parliament. 

Carried. : 


Shall section 97 carry? 

97. Subject to any other Act of Parliament, no transfer, lease or 
loan of property owned by His Majesty in right of Canada shall be made 
to any person, except in accordance with regulations or on the direction 
of the Governor in Council. 

Carried. 


Shall section 98 carry? 

98. (1) There shall be established in the Consolidated Revenue Fund 
a special account to be known as the Public Officers Guarantee Account 
to which shall be transferred or credited, in accordance with the 
regulations, 

(a) the balance of the Government Officers Guarantee Fund, 
(6) amounts paid by departments by way of premiums, and 
‘(c) amounts recovered by His Majesty in respect of payments out of the 
said Account or the Government Officers Guarantee Fund, 
and payment may be made out of the said Account, in accordance with 
the regulations, by way of indemnity for losses suffered by His Majesty 
or others by reason of defalcations or other fraudulent acts or omissions 
- of public officers. 
(2) The Treasury Board may make regulations 
(a) prescribing the conditions upon which payments may be made out 
of the Public Officers Guarantee Account, 
(b) requiring departments to deposit amounts to the credit of the said 

Account, and 
(c) governing the operation of the said Account by the Minister. 

(3) Every payment out of the Public Officers Guarantee Account 
and the amount of every loss suffered by His Majesty by reason of defal- 
cations or other fraudulent acts or omissions of a public officer, together 
with a statement of the circumstances, shall be reported annually in the 
Public Accounts. 


Mr. FLEMING: May we have a word of explanation about section 98? 


Mr. CLARK: This refers to the public officers guarantee fund, which we 
discussed the other morning. You may remember that this is the legislative 
framework for the scheme that we have had.in effect since 1936. It provides 
for a guarantee fund, a system of bonding of employees of the government, 
particularly those engaged in the collection of moneys, or those who have in 
their custody public moneys. 

Each of the departments pays a premium out of its estimates in respect of 
a number of employees which they wish to have bonded. That premium is 
paid into the fund and losses are paid out of the fund. That scheme has 
been in operation, as I said the other day, since 1936 and it has been, I think, a 
very effective device which has resulted in the building up of a fund of around 
$600,000 or $700,000 with losses so far paid out of only about $50,000. 

The CHAIRMAN: Shall section 98 carry? 

Carried. ; 
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Shall section 99 carry? 


99. No bank shall make a charge for cashing a cheque or other instru- o 
ment drawn on the Receiver General or on his account in the Bank of — 


Canada or any other bank, or for cashing any other instrument issued as _ 
authority for the payment of money out of the Consolidated Revenue — 
Fund, or in respect of any cheque or other instrument drawn in favour a 
of the Receiver General, the Government of Canada or any department 
thereof or any public officer in his capacity as such, and tendered for — 
deposit to the credit of the Receiver General. 


Mr. Fraser: Why is it necessary to put this in here when it is in the Bank ~ 
Act and it is only referring to the Bank Act. t 


Mr. HENRY: In the first place, there is included a provision to cover 
cheques drawn in favour of the Receiver General of Canada. It is not provided 
for in the Bank Act; and in the second place, when the Bank Act is revised, 
as it will have to be, this will be left out at that time. 


Mr. FRASER: I just want to ask if cheques at the present time for deposit a 
have ever been charged for? Have charges been made to collect, when those 
cheques were made out to the Receiver General? 


Mr. CLARK: Not for a great many years anyway. 


Mr. FRASER: That has always been something that the bank has given free, 
has it not? 


Mr. CLARK: Yes. 
The CHAIRMAN: Shall section 99 carry? 
Carried. 


Shall section 100 carry? : FE 
100. The Governor in Council may make regulations for carrying 
the purposes and provisions of this Act into effect. 
Carried. 


We are now up to Part XI—Repeal. 
Shall section 101 carry? 
101. (1) The enactments set out in the first column of Schedule E 
are repealed to the extent specified in the third column of that Schedule. 
(2) Upon the coming into force of this Act, Parliament shall be 
deemed to have authorized the Department of Transport to operate a 
revolving fund for the purpose of acquiring and managing stores and 
to have fixed the amount of four million dollars as the amount that may 
be charged to that fund at any one time, against which shall be charged 
the value of stores then on hand. 


Carried. 


Shall section 102 carry? 
102. This Act or any Part thereof shall come into force on a day 
or days to be fixed by proclamation of the Governor in Council. 
Carried. 


Gentlemen, we have concluded the Act except for clause 31 which we have to 
consider for redrafting, and clauses 38 and 39 on page 13. Also, clause 71 on 
page 22, and the schedules. 


On page 32 there is schedule A. Shall Schedule A carry? 


Department 
Department 
Department 
Department 


Department 


Department 
Department 
Department 
' Department 
Department 
Department 
Department 
Department 
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SCHEDULE A 


Agriculture. 

Citizenship and Immigration. 
Defence Production. 
External Affairs. 

Finance. 

Fisheries. 

Insurance. 

Justice. 

Labour. 


Mines and Technical Surveys. 


National Defence. 


National Health and Welfare. 


National Revenue. 
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Post Office Department. 

Department of Public Works. 

Department of Public Printing and Stationery. 
Department of Resources and Development. 
Department of the Secretary of State of Canada. 
Department of Trade and Commerce. 
Department of Transport. 

Department of Veterans Affairs. 


Carried. 


Shall Schedule B carry? 
SCHEDULE B 


Agricultural Prices Support Board. 
Atomic Energy Control Board. 
Canadian Maritime Commission. 
Director of Soldier Settlement. 

The Director, The Veterans’ Land Act. 
Dominion Coal Board. 

Fisheries Prices Support Board. 
National Gallery of Canada. 

National Research Council. 
Unemployment Insurance Commission. 


Carried. 


Shall Schedule C carry? 


Canadian Arsenals Limited. 

Canadian Commercial Corporation. 

Canadian Patents and Development Limited. 
Canadian Sugar Stabilization Corporation Ltd. 
Commodity Prices Stabilization Corporation Ltd. i 
Crown Assets Disposal Corporation. 

Defence Construction (1951) ees 

Federal District Commission. 

National Battlefields Commission. 

National Harbours Board. 

Park Steamship Company Limited. 


Carried. 
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Shall Schedule D carry? 


Canadian Broadcasting Corporation. wy 
Canadian Farm Loan Board. 

Canadian National (West Indies) Steamships, Limited. 
Canadian Overseas Telecommunication Corporation. 
Central Mortgage and Housing Corporation. 

Eldorado Mining and Refining (1944) Limited. 

Export Credits Insurance Corporation. 


National Railways as defined in the Canadian National- Canadian 4 


PACtIC ACE. Logo: 
Northern Transportation Company (1947) Limited. 
~ Northwest Territories Power Commission 
Polymer Corporation Limited. 
Trans-Canada Air Lines. 
Carried. 


Shall Schedule E carry? 


Title Citation Extent of Repeal 
The Consolidated Revenue , 
and Audit Act, 1931.0); x. LOST's wee vee the whole. 
Department of Finance and 
Treasury Board Act..... RS. CP 1927, cco sections tome 
The Department of Trans- | 
porftstores, Acta ve), 193 Een 2o tee the whole. 
Board of Audit Act..... ite iw hee LO’T:. c: 7107 the swnole: 
Contingencies Act......... R.S:Cy 1927, ‘csi. the-whole: 
Debts due to the Crown Act 1932,c.18........ the whole. 
The Government Companies ee 
Operation ACh ikaw. us 1946, c. 24........ secs. 3, 4,5, 6 and 10. © 
Carried. . 


Mr. WricHtT: Mr. Chairman, with regard to these schedules I wish to have 4 


something more to say with respect to incorporating the Wheat Board in them. 


The CHarirMaN: I think that would be something for the minister when — 
he comes before us. You will have an opportunity then when the minister — 


is here to raise that matter. 


Mr. WRIGHT: But if you have already passed the Schedules, you might say — 


that I could not discuss them. 

The CHAIRMAN: Oh, no. It has been agreed that when the minister is here 
we will first bring up the matters which have been specially asked to be 
brought to his attention, and then other questions that may be relevant to the 
Act may be asked of him and it is up to him as to what he wants to say. As 
I say, we have four clauses left in abeyance, with the minister’s evidence, so 
I would suggest, if you do not mind, that we get together tonight at 8.30 to 
conclude this. 

Mr. FRASER: Mr. Clark said he would give me the figures regarding sec- 
tion): 23; 

Mr. CLARK: Mr. Chairman, I asked immediately one of my officials to get 
the facts together on that. I will give them to you just as soon as I get them. 

Mr. FLEMING: Are amendments ready on those other sections, Mr. Chair- 


man? You can tell us now so that we might ponder them between now 
and 8.30. 
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i The CHAIRMAN: On section 71, page 22, the amendment is as follows: 
d substitute “person or organization” in place of “undertaking or service’, in 
line 33. ” 

_- Mr. Fiemine: I subscribe to that. 

- The CHAIRMAN: Shall section 71 as amended carry? 

Carried. 


_ Mr. Ciark: Mr. Chairman, we are ready on section 60. 
The CHAIRMAN: That was approved yesterday. 
Mr. CLarkK: Oh, yes. We are not ready on section 38. 
Mr. FRASER: Did not sections 38 and 39 stand? 
i The CHAIRMAN: Yes. The officials will be ready tonight to give us infor- 
_ mation on these. : 
The committee adjourned to meet at 8.30 p.m. 


EVENING SESSION 


The CHAIRMAN: Order, gentlemen. We have with us this evening the 

_ Minister of Finance, Mr. Abbott. I wonder if the committee will agree that 

we should proceed with the minister or would you prefer that we should 

clear up the only three items that are outstanding still to be definitely approved 

of. We have only section 31 (6), on page 11, and 38 and 39, on page 13. 
_ As the minister may be busy, perhaps we had better hear him right now. 


) Mr. SINCLAIR: My understanding was that these sections were held over 
_ because we wanted to hear the minister on them. 


The CHAIRMAN: Not necessarily in the case of 31 (6), but especially for 
_ Mr. Wright who has some questions to ask about the wheat board, as to why 
it was not included. Is it the desire of the committee that we should take 
the items and look into them item by item? 


Agreed. 


The CuHarrmMan: All right, section 31 (6), on page 11. The matter was 
- brought to our attention this afternoon that there was nearly a crime committed 
in that Mr. Wright’s motion brought our attention to what we had done 
yesterday when we stated in line 46, page 11 that the matter should be 
_ referred to the attention of the appropriate select standing committee and 
it was decided that was wrong because no standing committee can decide 
anything, it can only report to the House. Now, I am in duty bound to 
submit two amendments, and probably we can then decide which we prefer. 
I saw the law clerk of the House and he proposed one, and in the meantime 
the solicitor for the treasury brought in another one. The one which came 
- from the law clerk of the House was this: 
That all the words after “the” in line 43 be deleted and the following 

be substituted therefor: 

. . . senate, the House of Commons or the library of parliament he 

shall report forthwith to the minister who shall draw the matter to 

the attention of the Senate, or the House of Commons as the case may 

be or to both the Senate and the House of Commons in cases respecting 

the library of parliament, for appropriate action. 


Now, that is one version. Another one which comes from the solicitor 
for the treasury would substitute an entirely new subsection which I will read 
to you now: 
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Whenever the comptroller is of the opinion that a doubt exist ; 
as to the legality or otherwise of a proposed charge to an appropriati n 
provided for the expenses of the Senate, the House of Commons 
the library of parliament, he shall forthwith, through the minister, 
draw the matter to the attention of the appropriate minister who shall 
obtain a decision in accordance with such procedure as may from time 
to time be prescribed by the Senate or the House of Commons as the 
case may be or, in the case of the library of parliament, by the Senate 
and the House of Commons, and the comptroller shall act in accordance 
with the decision. a 


Hon. Mr. Asspott: I think I should say that the department would navel 
no objection to either one. I think the section as drawn overlooked an 
important procedural point, but probably either one of those would more _ 
accurately reflect what the procedure should be. 


Mr. Srnciair: I move that the second one be adopted. 
Mr. FRASER: That is what I was going to do too, Mr. Chairman. . ¥ 


The CHAIRMAN: There is a motion by Mr. Sinclair that the second clause | 
that I just read should replace subsection 6 of section 31. “s i 


Shall the motion carry? 4 4 
Carried. 
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Then, section 31 is carried in its entirety. We now 20. over to section 38. 
I think the solicitor for the treasury has an amendment to offer on this 
section 38. | ak 


38. It is a term of every contract providing for the payment Of any 
money by His Majesty that payment thereunder is subject to there being — 
an appropriation for the particular service for the fiscal year in which — 
any commitment thereunder would come in course of payment. a 


Hon. Mr. ABsott: I did not think that there was any thought about an 
amendment. I understand the question was raised here that it was perhapell 
unfair to people who are contracting with the government that their rights | 
should be contingent upon, at least, their right to recover money, should be — 
contingent upon parliament voting an appropriation at a subsequent session. — 
In fact, as the committee knows, the constitutional practice has always been ~ 
that votes lapse at the end of the year and any contract which was entered ~ 
into is always subject to the implied condition that parliament will vote the ~ 
moneys to carry it out. This section, as I understand it, was intended to put — 
into statutory terms what has in fact been the practice. There has never — 
been a case of which I am aware that a successor government has refused to © 
honour the obligations incurred by a predecessor. There has never been a ~ 
case where parliament has refused to vote the necessary moneys to carry out — 
contracts which have been entered into. The purpose of this section, I think, — 
is that it is desirable that the government should have to go to parliament ~ 
each year for a vote to carry through a contract which is entered into. And ~ 
there is this further point too, I think, that the government of the day, the ~ 
Minister of Finance of the day, must estimate as accurately as he can his ~ 
expenditures for the 12-month period and if he over-estimates or under- — 
estimates that shows up when he has to go to parliament for revotes or for ~ 
supplementaries. JI would not think that any person dealing with the govern- — 
ment would be prejudiced by the inclusion of a condition of this kind and ~ 
it does seem to me that it imposes a little greater parliamentary control over 
the expenditure required. That is the only reason for putting it in. As far 
as the Department of Finance is concerned, or as far as the executive is con- 
cerned, we would be better off without such a section. It is a check, and I 
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lo not think that any citer is prejudiced in his dealings with the government. 
iT would say this is a desirable section to have in a general Act dealing with 
public moneys. 
- Mr. MACDONNELL: It will not have the effect of discouraging persons from 
taking on government contracts? 


, Hon. Mr. Aspott: I have never known of anybody refusing a government. 
contract because they were afraid parliament would refuse to vote in the next 
year the moneys necessary for carrying out contracts. That is our reason 
for putting it in. 
: Mr. MACDONNELL: Is ener any ‘oan clause in a contract to cover that 
situation? 
+, Hon. Mr. Apsott: Mr. McIntyre td ig know more about that than I do. 
Mr. McIntyre: Every purchase order is a contract and there are thousands 
of them. In the larger contracts, in the construction contracts, there would 
be no objection to specific mention of this in the contract. It can be done. 
But in any case it is well known by those who are taking on larger government 
contracts that this is a constitutional requirement and that moneys have to 
be voted by parliament before they can be paid over on account of the contract 
price in the same way that the civil service know that if there is not enough 
‘money voted in the AU oar Os each year, they cannot get an increase in 
esalary. s 
| Mr. CAVERS: I think the suggestion the other day v was that when a contract 
was drawn, the solicitor should make it a term of the contract rather than the 
term being made in a statute to apply to every contract. 
The CHAIRMAN: That is right. That is one of the main arguments. 


Hon. Mr. Asppott: It has been standard practice under the British parlia- 
mentary system that moneys to carry out previous contractual obligations must 
be voted by parliament and that the votes will lapse at the end of the year, 
and that, speaking as Minister of Finance, I try to estimate each year, in order 
to reflect accurately what our out-go is likely to be, an amount which will be 
required to be paid out under outstanding contracts during the fiscal period. 
If I under-estimate the amount, I have to come back for a supplementary 
estimate at the end of the year. But I do think there is some value in the 
executive being obliged to come frequently and say what amounts they require 
to carry out current obligations. I do not think there is chance of any private 
citizen contracting with the government being prejudiced by a rule of that kind. 
It is a rule which is intended to impose some measure of control on the 
executive. 
Mr. RISC HONNELT: Does anyone object to this clause? 
Hon. Mr. Apsott: I would not think there was any danger. 


The CHAIRMAN: Yes. The idea was expressed by some of the members of 
the committee that somebody might in good faith enter into a contract with the 
government and that he might have recourse to the courts to get judgment in 
order to get paid; and that in the meantime the appropriation would not have 
been voted by parliament and there would not be the money with which he 

could be paid even if he had a judgment from the Exchequer Court. I am 
trying to find it. 

Hon. Mr. Aspsott: Mr. McIntyre informs me that it is now standard practice 
to include a clause or a statement setting out this condition in construction 
contracts. I suppose it is done more as a matter of information, or is it a 
contractual obligation? Yes. 

The CHAIRMAN: The gentleman who was most concerned about it was Mr. 
Fleming. Mr. Campney also asked a question about it. 
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Hon. Mr. Apspott: I was hoping the Cathie wane feel that this co 
stay in because I do not think anybody would be prejudiced by it. 


The CHAIRMAN: Does section 39 carry? 
Carried. 


Mr. MacDoNNELL: I would like to say this, Mr. Chairman: Mr. Fleming g 


not able to be here, but I would not like to feel that he would be preclud i 
from saying something about it in the House of Commons. _ 


The CHAIRMAN: Oh no. If Mr. Fleming gets here tonight before the 
minister has gone, I do not see why he should not be able to put a questioa 
on it. P 

I received a communication from the secretary, or the assistant general 
manager of the Canadian Construction Association. I have his letter before ° me- 
and I think I am bound to read it to the committee. It deals more with bill 26 
and it concerns public works more than this one, but since a public body « of 
that importance has communicated to the committee, I:‘think we should tal ‘. 
notice of their letter. So I shall read the letter as follows: 


Re: Bill No. 25 and Bill No. 26. 


Dear Mr. PICARD: 


In introducing bill No. 26 in the House of Commons on November 2 
Mr. Fournier stated that it would be consequential on the passing 
bill No. 25 (The Financial Administration Act). The present A 
provides that the minister shall invite tenders by public advertisement 
except in cases of pressing emergency, where work is being carried 
out by government employees or ‘‘where the estimated cost of the wor ky 
is less than $5,000 and it appears to the minister, in view of the nature — 
of the work, that it is not advisable to invite tenders”. This latter 
exception is changed in bill No. 26, however, to read that tenders may 
not be invited publicly if ‘“‘the minister is satisfied that the nature - 
of the work Sanh a call for tenders by public advertisement 
impracticable. . 
Officials of the Department of Public Works have advised us that 
a stipulation setting an amount over which tenders on federal, constr 
tion jobs would have to be publicly invited would likely be included — 
in the regulations provided for in section 39 of bill No. 25. While this 
section states that “Governor in Council may make regulations with 
respect to the conditions under which contracts may be entered into.. _ 
it is understood that present intentions in this regard only contemplate ~ 
the setting of an amount over which contracts will have to be approved — 
by the Governor in Council or the Treasury Board. In summary, ~ 
_ therefore, bills No. 25 and 26 would seem to enable ministers to award — 
contracts to up to, say $25,000, without approval of the Governor in @ 
Council or the Treasury Board and to refrain from publicly inviting 
tenders if considered impracticable to do so. No details are given with © 
regard to the conditions where public tenders calls might be deemed ~ 
“impracticable” nor is any limit placed on the size of such projects. 
It is appreciated that the purpose of bill No. 26 is intended to legalize 
current government practice in the awarding of contracts without the © 
calling of competitive tenders with regard to repair or renovation jobs © 
and some projects in remote areas. Such a procedure, it might be added, © 
is the accepted practice throughout the industry. At the same time, ~ 
members of the construction industry on being advised of the contents — 
of bill No. 26 expressed concern that it might tend to facilitate the 
relaxation of current practices concerning the public invitation of tenders — 
on federal projects in some departments. a 
i 
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required for in the present Public Works Act, is generally followed by 
federal departments and has served to ensure that all members of the 
public have an equal opportunity in tendering on public works. This 
fact, together with public tender openings or the publicizing of the 
names of all bidders and their respective tender amounts, has served to 
- increase the number of contractors bidding on these jobs and has given 
if the government and the public the benefit of greater competition. It 
has also served to counteract adverse publicity concerning methods 
followed in the awarding of federal contracts. 
The Canadian Construction Association, representing all phases of © 
the construction industry throughout Canada, has adopted a continuing 
; statement of policy at its annual meetings advocating “the calling of 
? competitive tenders of all construction work involving public funds and 
the public advertisement and opening of these tenders except with 

’ regard to work in the ‘secret category’’. This principle was again 
endorsed by the C.C.A. Management Committee at a meeting in Toronto 
on November 13th. 

This association therefore strongly recommends to the Public 
Accounts Committee that the terms concerning the size or nature of 
public works for which tenders do not have to be publicly invited should 
not be included in the regulations to be set up with regard to section 39 

| of bill No. 25 but that they be directly specified in section 36 of bill 
i No. 26. It is felt that such a procedure will not serve to restrict the 

actions of ministers in negotiating contracts where conditions warrant 

this practice, but will rather serve to support their actions. It is 
ee suggested therefore, that in addition to the exceptions listed in section 
|  36(a) and (b) in bill No. 26, reference should be made to the fact that 
tenders need not be publicly invited for work in the secret, repair, etc., 
categories. Then a further exception could be added stating that if the 
estimated cost of a project is below a certain amount, the minister may 
decide it advisable not to invite tenders. It is submitted, however, that 
the place for these provisions is in the Public Works Act rather than in 
the regulations pertaining to the Financial Administration Act. 


Of course, I do not think that this pertains much to the work of our com- 
mittee because the item we are passing on is article 39 and we are not dealing 
with the regulations themselves. But in all fairness I thought I was bound to put 
‘the letter from the association before the committee. I think it should be 
transferred to whatever authority will look into bill 26 as well as to the officials 
who will be drafting the regulations concerning item 39. 


Mr. Srncuarr: The regulations with regard to section 39 are only for 
security. 
| Hon. Mr. Asgsott: And specify the size limits as to contracts which require 
“approval by the Governor in Council or the Treasury Board. 


The CHAIRMAN: Shall article 39 carry? It had been left in abeyance only 
on account of the request which we received from the Canadian Construction 
Association. 

Mr. FRASER: Wait, now, Mr. Chairman. On this section 39, what limit 
can be put on there? Can there be any limit at all, or is there any hmit?— 

“in excess of such amount or amounts as the Governor in Council may 
prescribe...” 

The CHAIRMAN: I think it would be up to the officials who are here to 
answer that. 

Hon. Mr. Apsott: Mr. Bryce is familiar with the detail there. 
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Mr. Bryce: I think perhaps there might be a guide in the Defence Produc- 
tion Act, which covered a question similar to this, and in that case it was 
specified that the Governor in Council must approve contracts of over $25, 000 
in any case except those where the lowest tender was accepted, and in that 
case must approve contracts over $50,000. Now, that was the latest legisla- 4 
tion which, I think, reflected the government’s view on the matter. In 
general, the $5,000 limit has been in effect for many years, in fact it was, I 
believe, established around the turn of the century when a $5,000 contract — 
was much larger than it is today. As far as I know the mind of the government, ~ 
it has been their view that it would be proper to raise that limit to some “ 
multiple of $5,000. a 

Mr. FRASER: Yes. $25,000 would not be in line with that; $15,000 might be. 

Mr. MAcCDONNELL: What multiple have you in mind? q 

Mr. Bryce: The only thing I can say, sir, to that, as far as I know the 
Governor in Council or the Treasury Board hes not yet considered what ought 4 
to go in here, but, as I said, the Defence Production Act might be used as a 4 
guide. 

Mr. FRASER: Well, in that letter which was received from the Canadian — 
Construction Association $25,000 was mentioned and that is likely whe they, 4 
got that. 

Hon. Mr. ApspottT: I think they would be thinking of the Defence Production | 
Act when they mention that. 4 

Mr. FRASER: Yes, and on account of receiving that letter from them I feel a 
we should have some guide as to what the amount should be set at. © : 

Hon. Mr. Apsott: They are referring particularly, Mr. Fraser, to bill ae 
which is the bill on the public works, and they say that in this letter. As 
Mr. Bryce has pointed out, neither the government nor the Treasury Board 
has given consideration to the limit which would be fixed in the regulations, 
but just speaking offhand, I would think we probably would be likely to take 
the same sort of limit, as a starter, that has been fixed by parliament in the 4 
Defence Production Act. I do not think we would take any higher limit in ‘ 
ordinary contracts. It might be eventually desirable to take a somewhat lower : 
limit, but I do think there should be some flexibility left in there, and that is” 
the purpose of drafting the section in this form. 

Mr. FRASER: I see how a contractor and the association feel if you are going 
to call tenders for $25,000 and over. If it is only for contracts of that size that 
tenders will be called; they are a little dubious about whether their men are 
going to receive word of those contracts. 


The CHAIRMAN: The proper place for you to have anxieties about it is when - 
bill 26 is being discussed. 

Mr. FRASER: On the public works? 

The CHAIRMAN: On the public works, yes, which does not prevent the 
passing of section 39 as it is, and the regulations to be made, but if bill 26 
contains a different amount or overrides any regulations made under this— 

Hon. Mr. ABBOTT: You appreciate, Mr. Fraser, the limit we are speaking 
about, the $25,000 limit, or the $10,000 limit has no relation to the calling 
of tenders, it merely provides for cases where there must be an order in 
council or a Treasury Board minute. 


Mr. FRASER: But that letter, the way I understand it, gave the impression 
that there were only tenders called for $25,000 or over. 

Hon. Mr. Apssott: I think the Canadian Construction Association were > 
concerned with the provisions of bill 26, suggesting that they might be a little 
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, too broad, enabling contracts to be let aithout tenders being called, but that is 
a question that I think perhaps should be discussed when we are either in the 
“House on bill 26 or if that bill should be referred here. 


‘J The CHAIRMAN: Now, gentlemen, we have concluded our consideration 
a Hon. Mr. Assott: I wonder if I might be permitted—I do not wish to 
a hold up the bill, gentlemen, but there has been some discussion as to section 
"7 relating to the eligibility of the Auditor General as an auditor for crown 
corporations, and I think some concern was expressed that in the case of 
‘these companies which are incorporated under the Companies Act it might 
-be competent for the directors of those companies to appoint an auditor 
without reference to the Governor in Council or anybody else. So, with that 
‘in mind I would be happy if someone would move an amendment to section 
7 adding this as subsection (1): 


Section 77 (1) 


Where, in respect of a Crown Corporation 
(a) no provision is made in any Act for the appointment of an 
auditor to audit the accounts and financial transactions of 
the corporation, or 
(6b) the auditor is to be appointed pursuant to the Companies 
Act, 1934, 
the Governor in Council shall designate a person to audit the accounts 
and financial transactions of the corporation. 


Subsection (2) will be “notwithstanding any other Act, the Auditor General 

is eligible to be appointed the auditor, or the joint auditor of a Crown 
corporation”. 
It seems to me that would meet the points which have, very properly, 
been raised, that it might be competent to the directors of one of these crown. 
corporations, without consulting the government or anybody else, to appoint 
“someone they wanted as auditors. 


Mr. MACDONNELL: Which clause is the clause that provides the Governor 
in Council may ask—oh, yes, section 71. 


Hon. Mr. ABpsott: Could we just move this? 


The CHAIRMAN: Mr. Kirk moves that section 77 be amended by adding 
subsection 77 (1): 
Section 77 (1) 
Where, in respect of a Crown Corporation 
(a) no provision is made in any Act for the appointment of 
an auditor to audit the accounts and financial transactions 
of the corporation, or 
(b) the auditor is to be appointed pursuant to the Companies 
Act, 1934, 
the Governor in Council shall designate a person to audit the accounts 
and financial transactions of the corporation. 


A 


Mr. Gisson: Mr. Chairman, that would allow the Governor in Council 
to appoint the auditors for the Canadian National Railways? 


The CHAIRMAN: It makes them eligible. 
Mr. GiBson: It would save a bill being put through parliament each year? 


Hon. Mr. Aspott: That is right, the effect of it is that the Auditor General 
is eligible to be appointed auditor of any crown corporation. 


The CHAIRMAN: It does not mean that he will be. There will still have 
to be an Act to appoint him. 
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Mr. GIBSon: It will save parliament having oe pass a bill each year. 


Hon. Mr. ApsotT: The amendment is to insert as subsection (1), the 4 
read by the chairman. : ot 
The CHAIRMAN: Shall section 77 as amended carry? ; 
Carried. | ol ae 
Now, gentlemen, the title of the Act has to be approved. 
Mr. MacbDoNNELL: Just one thing, Mr. Chairman, I think that in connechenl 
with clause 71 there was some discussion and I would like to feel that this i 
is not finally concluded: j 
The Auditor General shall, whenever the Governor in Council, the - 
Treasury Board or the minister directs, inquire into and report on any f 
matters, a 
Now, I think the view was that that was broad enough to include crown 
corporations, that was my understanding of the interpretation. The point 
I raised was that there was nothing in there which enabled the Auditor 
General who, after all, is the guide, philosopher and friend of parliament, — 
to go in under any other impulse than the pressure of the minister. I do 
not want to take time on that now, but I do not want to feel that I am preclude ” 
from bringing in any bright ideas that I may get on that. a 
The CHAIRMAN: You will have to get the bright ideas tonight. 
Hon. Mr. ABBott: He means in the House. 
The CHAIRMAN: I thought you meant here in the committee? 
Mr. MACDONNELL: No, no, I am not going to keep you here. 4 
Hon. Mr. Assott: Mr. Macdonnell is entering what my late Seay Ernie q 
Bevan used to call a “‘caveat”’. 4 
The CHAIRMAN: We now have the title of the bill, an Act to Provide for 4 
the Financial Administration of the Government of Canada, the Audit of the | 
Public Accounts and the Financial Control of Corporations. 4 
Shall the title carry? 


Carried. e 


I took the liberty this afternoon or yesterday of telling Mr. Wright that 
he would be the first one to ask questions of the minister on certain matters of i 
interest. 4 
Mr. WricHT: Well, Mr. Chairman, you have es the bill and the title ; 
and everything, so I do not see that there is much object. ; 
Mr. Srncuarr: I do not know as far as the discussion is concerned— | 
The CHAIRMAN: If after your comments there should be anything to ~ 
change— - 
Hon. Mr. Assott: The bill still has to go through the House in committee. 
Mr. WricHT: I asked the committee why the Canadian Wheat Board Act © 
is not included in one of the schedules to the bill? q 
Hon. Mr. Assott: I understand that Dr. Clark, my deputy minister, gave ~ 
some explanation as to that. The primary reason, of course, was that the ~ 
Canadian Wheat Board is the agent of and acts for the wheat producers. It is © 
governed by a special statute which outlines the basis on which it will operate 4 
and to whom it will report. q 
I think it was felt that to include it in this general Act which relates to § 
corporations which are essentially government corporations, either agency or — 
proprietary, would perhaps not be entirely appropriate. i 
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I think that was the main reason, although I must confess, frankly, that I 
gave it no special personal consideration. 
This bill, as the committee appreciates, is a very important measure but it 
is a very technical one. Its whole purpose is to assure that the public moneys 
are properly accounted for and that parliament is in a position to exercise its 
x ‘constitutional control over the expenditure of public moneys. 
- I understand that it was felt by those who spent a great deal of time in 
4 drafting the bill, that by reason of its character, the Canadian Wheat Board 
iy should not be subject to these general rules. It is quite open to parliament, if it 
j feels that the operations of the Canadian Wheat Board should be subjected to 
some additional safeguards or some additional scrutinies, to amend the Canadian 
Wheat Board Act. 
i That is my understanding of the thinking behind it. 
a - Mr. WricHut: I think, Mr. Minister, you have outlined practically what 
Mr. Clark stated the other day. 
: Hon. Mr. ABBoTT: Yes. 
~~ “Mr. Wricut: And you have stated that you felt as the board were not 
; _ handling government money but the money of the wheat producers or the grain 
s - producers, that they should have some responsibility with respect to their own 
Ee moneys: but you also said that under the Act the board reports to the House. 
Hon. Mr. Aggott: I understand that under the Act it reports through a 
" minister, yes. 

Mr. WRIGHT: It reports to parliament through a minister? _ 

Hon. Mr. ABgBottT: Yes. 

Mr. WricHT: Therefore, you, under the Act, assume responsibility for the 

funds of the producers? 

. _ Hon. Mr. Aspsott: Well, not necessarily—I think there is a distinction. 

4 Mr. WRIGHT: Well, now, Mr. Minister, you said that the annual statement 
must be sumbitted to parliament? 

Hon. Mr. Appott: That is true. 

Mr. WRIGHT: It is turned over to the minister and within fifteen days he 

tables it in the House. Now, the only authority there is to examine that report 
is this House of Commons—unless you change your Wheat Board Act. 

Hon. Mr. ABBOTT: That is my point. 

F Mr. Wricut: As long as we have that responsibility then I claim it should 
be in one of these schedules? 

Hon. Mr. AspsottT: Well, that is a matter of opinion, is it not? My view 
is this is a matter which should be raised in the House of Commons. Parliament 
“is the body which has created the Canadian Wheat Board Act. The funds of 

the Canadian Wheat Board are not public moneys; they are moneys which 
belong to the wheat producers of Canada. 

It is a creature of parliament, it is a board, and it reports to parliament. 

It is incumbent upon anyone who feels that the provisions of the Canadian 
Wheat Board Act are inadequate in either reporting or supervision to raise the 
question in parliament, in an endeavour to obtain an amendment to the Cana- 
dian Wheat Board Act. It does not fall within the category of corporations 
listed in the schedules here whose moneys are public moneys. 

Mr. WRIGHT: The Wheat Board does on occasion spend public moneys, it 

distributes public moneys? 
Mr. SINCLAIR: Only when it goes in the hole. 


Hon. Mr. ABBOTT: Only when we vote $65 million. 
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Mr. WricHT: There is an instance Sch ‘might easily cei here + 
market dropped below the initial payment, then it would be SERGE pub 
money and certainly should be included in these schedules? 

Hon. Mr. AsBoTt: Well, that again is a matter of opinion. I would thi 
it is not desirable to include this special corporation in here. 

Mr. WricHt: It is a matter of fact, not a matter of opinion at all. If t 
Wheat Board makes an initial payment and, in disposing of the crop they inde 
they have a deficit— a) 

Hon. Mr. ABsBott: They Goin not be using public moneys, Mr. Wright 
unless parliament saw fit to vote it. The Wheat Board would borrow the money ~ 
from the banks, presumably, in order to make the payment. It might be that 
parliament would have to fill up the hole—but I would hope it would not. 
However, at that stage they would not have spent public moneys; they woul 
have spent corporation moneys that had been borrowed from the banks. It i: 4 
true the taxpayers of Canada might have to make it good, but not at that — 
point. 

Mr. WRIGHT: On whose guarantee? 

Hon. Mr. Apsott: Well, I do not know. 


Mr. WricHut: You should know. ¢ 

Hon. Mr. ABBotTT: The usual I suppose—‘tous les jours—c’est ie taxpayer 
qui paye’. Le 

Mr. CrRouuL: Are nee not borrowing some money for that purpose now? . 


so on. 
Mr. MACDONNELL: I think it is a matter of opinion nd all—Mr. Weight 
has one opinion and the minister has another. 
The CHAIRMAN: Mr. Wright felt the matter should be dealt with in the 4 
committee and before it went to the House. That is why we kept this open. ~ 
Hon. Mr. Apsott: I am not suggesting that it is not arguable that thes 4 
Wheat Board should be in with these others but I am putting fOrw ane the view 
that in my opinion it should not. a 
Mr. SINCLAIR: What is the advantage you see, Mr. Wright, in having the E 
Wheat Board included in the schedules? ‘i o 
Mr. WRIGHT: That its accounts will be checked as these accounts are by 
parliament. 


Mr. SINCLAIR: The report is sent to parliament now. 


Mr. WRIGHT: It is presented to parliament now but there has not been — 
opportunity given to consider that report in a committee of the House—as 7 
promised by the minister in charge four years ago—by Mr. MacKinnon, when — 
he was the minister. 


Mr. SINCLAIR: But it does not necessarily follow that because it is in one of : 
the schedules it is going to be referred to one of the committees of the House? 


Mr. WricHt: Not necessarily, but it comes under your Act here then, and — 
this Crown Corporations Act does give you closer check over Crown corpora- 
tions than you ever had before—but it does not give you any check over the : 
Wheat Board unless it is included in one of these schedules. 4 

The CHAIRMAN: Are there any other proposals? Is there any motion? Or ( 
do you want to leave the matter stand? : 

Mr. WRIGHT: I would move that until there is some change in the Wheat. 
Board Act which would provide for some closer supervision by the government 
over the funds that it should be included in one of the schedules to this Act— 
it should be included in C. 
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Mr. rena Isn’t Mr. Wright putting the cart beans the horse? Did he 
ot get started on this on the assumption that his other motion would have 
carried? That being the case then there would have been some point to 
hat you have said, that this wheat board would automatically go in. 

Mr. WricHT: I understand that this committee did consider the matter of 
aking a recommendation. As a matter of fact, it had already made such a 
commendation. 


mir. SUTRAS: .Yes; and you had discussed the inclusion of the wheat board 
mn. the basis of it as it is now. 


The CuHairman: I do not know that there is anything wrong in that. 


Mr. JutTrRAS: Pardon me, Mr. Chairman, I haven’t finished. I do not see 
that there is very much more that you gain. 


_ Mr. Wricut: There is the gain that we would have them in that section 
this Act dealing with crown corporations, if there was any advantage in that. 


Mr. Jutras: Then what are you referring to now? 


_ Mr. WricHut: I would say there was no objection to having the wheat 
board included, I think, but this section of this bill with regard to crown 
corporations does provide some check and I think that the wheat board should 
be included. 
The CHarrman: I think Mr. Wright’s point is well taken, but whether it 
ould be included or not is a matter of policy. That there would be an 
advantage to control in crown corporations—to have them in the Act—I would 
agree with him, but whether it is advisable in the case of the wheat board 
is another thing. 
2 Mr. MAcDONNELL: Might I ask whether the minister would say if he sees 
any objection to including that, to accepting Mr. Wright’s motion? 
Hon. Mr. Azszott: It does not fit in the pattern of these sections 80 and 81 
which deal with the payment over of surplus amounts; for example sub- 
G section C252 0fn34 § 

The Minister of Finance may, with the concurrence of the appro- 
priate minister, direct a corporation to pay all or any part of the money 
of the corporation to the Receiver General to be placed to the credit 
of a special account in the consolidated revenue fund in the name of the 
corporation, and the Minister of Finance may pay out, for the purposes 
of the corporation, or repay to the corporation, all or any part of the 
money in the special account. 
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Then we can: direct these crown corporations to pay over any money 
_ which we think is in excess of what they need, to pay it into the consolidated 
_Tevenue fund. That does not fit into the picture of the Canadian Wheat Board 
Pewhose assets are not public moneys at all. 

Mr. WRIGHT: Well, if they build up too big a surplus you might decide to 
pay it back to us. 

Hon. Mr. AspsBott: We might decide to pay it back, yes. 
td Mr. WRIGHT: We will have to take a chance on that. Then there is this 
_ Price Support Board, the Agricultural Products Board which is being set up 
under the Agricultural Products Act. I suppose that would be included in 
- one of these schedules when it passes, the Agricultural Products Board ‘set-up. 
| Mr. MAcDONNELL: Might I ask Mr. Wright if he does not think this case, 
_ of the wheat board, is somewhat in between; that it is susceptible of different 
treatment from what it is getting now; but, as the minister says, it does not 
seem to fit in with these other crown corporations. 


Mr. Wricut: I would like to ask the minister if the wheat board has 
objected to being placed in this list? 
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Hon. Mr. Assott: I do not think they were consulted or even gave any 
thought to the Act applying to them—did they, Mr. Bryce?—I do not think — 
they were even considered as being a type of corporation ee Bene bey 
brought under it. q 

Mr. FRASER: But the question was, did they object; do you think they 4 
would have -objected to being included? a 

Hon. Mr. Assott: I do not think they would care—I don’t know, I really 
don’t know. But, frankly, it does not seem to me appropriate that this — 
particular corporation, which is almost unique in Canada, should come under | 
this general rule dealing with agencies of the crown who are performing 4 
functions of one sort or another for the government and which are handling P . 
public money. This is a special type of corporation formed for the purpose — 
of marketing producers’ wheat and its powers are covered by a special statute. — 
It is required to report through the minister to parliament. There is every — a 
opportunity if parliament cares to insist that its affairs should be examined ~ 
into most carefully by parliament. Really, I find it hard to see what particular ~ ; 
advantage would be gained by including it in this schedule, even if it were ~ 
desirable on other grounds to do so. “4 


Mr. WricuHT: I will tell you why it would be an advantage. I have always © 
been strongly in favour of the wheat board, and it has done an excellent job, — 
in my opinion, for the growers of western Canada; but I would like to see 4 
confidence built up in it. There are those who say: well, the wheat board’s " 
annual statement gets practically no consideration, it is tabled in the House; — 
it is not examined; and they use that against the board. Now, I would like © 
to see the board placed in a position where their yearly statements receive 
close consideration, where there is a chance to question the board, and where — 
the board has a chance to justify the actions they have taken during the year; — 
and I think that could be done by having them appear before a committee | a 
of the House each year. 


Hon. Mr. ApBotT: That is a matter for parliament; it is entirely free to. 4 
do that. ; 


Mr. WricuHT: I think that if they were under this Crown Corporations Act ] 
that would be an additional safeguard for them. 


Hon. Mr. Assott: If they were included in this Act that would not insure | 
that their report would be brought before the committee at all. 


Mr. WRIGHT: Oh, I know, not at the present time; but, if we as a com- 
mittee recommend he the crown corporations in schedules “Cc” and “D? _ 
submit their reports to the House and that they be referred by the House to a 
committee then the wheat board would, naturally, being one of these corpora- — 
tions, go before a committee of the House. I think it was the general opinion — 
of this committee—if that opinion has not been changed since this afternoon— 
that a recommendation would go to the House similar to the one which was — 
made last year. I may say that my only reason for asking that the wheat — 
board be included is to protect the board itself against those who make — 
certain statements about it. ‘ 


Mr. JuTRAS: Well, Mr. Chairman, IJ must say that I cannot see how Mr. 
Wright’s purpose would be served by putting the wheat board in with the © 
crown corporations. There is nothing here which says that these crown ~ 
corporations must go to a committee. That is a matter which must be left 
tu the House, and should the House decide that a report should be considered 
by a committee then I would assume it would be referred to a committee. — 
As the matter stands, I doubt very much the wisdom of including the wheat 
board in this part of the Act because actually during the last few years 
what we have been trying to do is to get the wheat board in the best possible 
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3 position. As a matter of fact, in the case of the wheat board they are not 
handling public funds and what we have been trying to do is to draw a line 
+ between those which use public money and those which are concerned with 
“ig private funds, the money of the producers. 


$ - Mr. WRIGHT: They are concerned with the producer’s money. 


Mr. JutTras: What I mean is* there are some bodies which go back to 
parliament every year, they have to come back to parliament every year 
to get authority from parliament to carry on, and to get funds for that 
purpose; and the reason they come back to parliament every year is because 
public money is concerned and funds have to be voted. I think to insist on 
having an organization like the wheat board forced to come to parliament 
every year would leave a wrong impression. I do not think it is desirable 
to place it with the other crown corporations because they are so far apart, 
and that is the reason why we have to look into them more closely. 


Mr. SINCLAIR: What if we as a committee receommend— 


: The CHAIRMAN: As soon as we finish with this matter I think that would 
be in order; but, I think we should deal with the bill first, and that would 
not prevent us from making a second report in which we could repeat our 
recommendation made the year before, the session before. We did make a 
recommendation last session in which we said: 

Most of the matters considered for reeommendation by the committee 
and dealing especially with parliamentary control over Crown corpora- 
tions and the regulating of special warrants as a source of authority for 
expenditures, are covered in bill 401, the Financial Administration Act, 

first reading of which was given on June 25, and your committee will 
therefore have further occasion to look into these matters when this 
bill is referred to the committee as has already been announced. 
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The year before the committee made a specific recommendation. So after 
we are through with this bill, it would be in order for Mr. Wright to bring 
j ‘up the matter. But as we are now, do you still persist in the idea of moving 
_ that the Wheat Board be included, Mr. Wright? 

ia ‘Mr. WricGHT: There is not much object in my moving it because it would 
be defeated anyway. 

The CHAIRMAN: I gave you the floor and you had three items this after- 
noon. Before [I turn the witness over to Mr. Macdonnell, have you another 
question that you want to ask the minister? 

Mr. Wricut: No, I do not think so. 

The CHatrrMAN: Now, Mr. Macdonnell? 


Mr. MAcDONNELL: There are one or two matters I would like to speak 
about when the bill comes before the House and I would be glad to have the 
minister’s comment, if he cares to make any at this time. 

The first is the fact that a good many of the companies, I am quite sure, 

are incorporated under the Dominion Companies Act and as such have 
extraordinary wide powers under clause 14. Mr. Balls has been good enough 
to give me an order in council which sets out the relations with the Cana- 
dian Arsenals, one of those companies. ' The order in council sets out the 
limitation of those powers. I realize that the matter is highly technical but 
on the other hand it does seem a pity, unless there is some reason for it, and 
does seem to be an anomaly that these companies should be set up with 
powers, by virtue of section 14, many of which of course are utterly inap- 
plicable to them, such as power to buy other companies, and power to sell 
property, and so on. So my question is really this: Was it merely a matter 
of convenience and. to save trouble that that was done, or is there con- 
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sidered to be some substantial advantage in having it? On the face of 
at any rate, it does not seem to be very tidy to have a company incorporate 
with a whole lot of powers which are wholly improper for it to use. 


Hon. Mr. ApBspott: I do not know if I can answer your question ver 
specifically. I have never had any personal responsibility for the incorpora- 
tion of a crown company under the Dominion Companies Act which was 
used during the war. Perhaps it was done as a matter of convenience, I do ~ 
not know. The only one I have ever had to administer is the Commodity 
Prices Stabilization Corporation which was a purely wartime corporation set 79 
up under the Dominion Companies Act. 


It is true that a corporation created in that way has very wide Bowen 
I think its powers go considerably beyond those which are set out in section a 
14. In the Bonanza Creek case letters patent companies are deemed to have, — 
with certain limitations, the powers of a natural person and so on. But I — 
think that is a legal theory we do not need to go into. I do not know how ie 
the practice arose, but it is a matter certainly of some importance and it — 
has been raised in parliament and the question discussed there. I think it is 
a matter for parliament to decide and finally pass on. I suppose it is a 
question which I do not believe anyone would suggest should be dealt with © 
in a bill of this kind, which is to provide for the check, direction and control 
of the financial operations of these crown corporations, and not the par- 
ticular manner in which they are incorporated or the bowers which they — 
possess as corporations. e 


Mr. MACDONNELL: They take them as they are. 


Hon. Mr. Aspspott: Yes, they take them as they are and ee manage 
their own business affairs and their moneys are correctly accounted for. 


Mr. MAcDONNELL: Another question is this: I have asked for a list of — 
the directors of all the crown companies and I have got it. But it seems to me — 
that beyond a certain point as to which are merely pure agencies doing 
ministerial jobs for a department, I think the directors of such companies — 
are not exercising any discretion and will not be called on to do so, and it — 
seems to me perfectly proper that the directors of such companies should ~ 
be civil servants. But in other cases—and I need not say that this is not 
meant in disrespect to civil servants, at any rate any of the senior ones that — 
one meets—I do question whether in the case of corporations where the 
directors have to make decisions comparable to what they do in non-govern- 
ment companies, that it is not desirable that those directors be civil servants, = 
and for two reasons: first, either the people outside in ordinary business are — a 
utterly incompetent, or the fact that they are carrying on ordinary business 
ought to make them available to make some contribution to the affairs of 
crown companies. Secondly, I do not think it is fair, where decisions out- a 
side the scope of ordinary departmental decisions are to be made, to expect a 
that civil servants are going to take a stand against their ministers. Unless 
they are supermen with independent incomes, how can they be expected to 
do it? The minister might not want to make any comment on that question 
at all, but I thought that as I intended to comment on it in the House I — 
would like to raise it here in case it was a matter which interested other © 
people too. . 

Hon. Mr. Aspott: I do not know whether I care to comment on it. It 
would be hard to say where the line should be drawn as between directors of 
a corporation which is entirely a public corporation, one whose moneys are 
entirely public moneys, as to what independent judgment and discretion they 
should exercise as directors, and the overruling powers the minister should 


~ PUBLIC Se ae 175 


_ side directors and some directors who are, as you know, civil servants. One 
- director of Central Mortgage and Housing @orors tion is really a representative 
of the Minister of Finance. Then, there is the Bank of Canada. I think its 

Board of Directors is entirely from outside. But the powers of the executive, 


; a as to hich the views which any member may have should be expressed there, 
because that is the forum in which public matter of that kind is brought 
_ to the attention of parliament and to the country. 


a: The CHAIRMAN: Have you any further questions you wish to ask the 
y _ minister while we have him with us? 
4 Mr. WRIGHT: Yes, I have one question I would like to ask. In schedule C 
there is mentioned the Canadian Sugar Stabilization Corporation. Now, if my 
- _ memory serves me correctly, that organization was set up under the War 
bs Measures Act and by order in council. It was never an Act which was passed 
Me by parliament. | 
Hon. Mr. ApsottT: I think it was incorporated under the Companies Act, 
Mr, Wright. 
Mr. WRIGHT: Yes, but was it not incorporated through an order in council? 
Hon. Mr. Apsott: No. Its incorporation may have been authorized by an 


. order in council, but I think it was actually incorporated in the regular way 
_ under part I of ‘he Dominion Companies Act. 

“ % Mr. WRIGHT: Could that procedure still be followed by the crown in setting 
« up a corporation by an order in council through the Companies Act? 

. Hon. Mr. ABBOTT: Yes. 

5 Mr. WRIGHT: Or was that done under the special powers under the War 
m Measures Act? 

a : Hon. Mr. Apsott: No. What is the situation? 

4 Mr. Bryce: I think that Mr. Balls can answer that. 

% Mr. BAuLs: I think there are at least three statutory authorities at the 


present time which permit incorporation of crown companies under the 
Dominion Companies Act, 1934. 

Mr. WricHT: By order in council? 

Hon. Mr. Assott: Not by order in council. They have to be by letters 
patent under the Companies Act. 

Mr. FRASER: Defence Production? 

Mr. Baus: The Defence Production Act includes a clause authorizing the 
setting up of such companies, but there is also a similar provision in the 

_ Research Council Act, and similar authority is also given in the Atomic Energy 

Control Act. 

} Mr. Gipson: Mr. Chairman, Mr. Clark suggested yesterday that we were 
probably investing some of our surplus funds from time to time in Canadian 
government victory bonds and he rather indicated we are buying them below 
par. It is a moral question whether that is correct or not, but I am no moralist 
and so I cannot argue on that. Of course, we found it expedient during the 
war to support the price of those bonds in order to sell the next issues as they 
came along. I have been wondering if the minister has directed his own 
initiative or that of his officials to the possibility that we might help out the 


176 STANDING COMMITTEE 


small investors who are suffering under present circumstances when they — 
want to sell their bonds. After all, we sold those bonds during the war from a 
a patriotic standpoint, and that was all very well. Now, is there any way a 
that anyone can think of whereby we can protect the small investor? I would | a 


like to know, Mr. Chairman, if the Minister of Finance has done anything on. 7 


that. 2 
Hon. Mr. ABBOTT: Yes, I have had occasion to say in the House that the inter a 


est rate is a price just the same as anything else, and that ina security, whether a 


it is a government security or anything else, you cannot have absolute security, fl 
absolute liquidity and a high interest rate all in the same instrument. We 


believe—at least you and I do—in a free enterprise economy. I believe in 
the law of supply and demand, with certain reservations. I do not believe 
there is any such thing as a fixed interest. 


holder of government securities must buy them on this basis. He buys them — 
at a price which reflects at the time he purchases them the going interest rate. — 
If he buys them at the time of issue he buys an obligation which guarantees — 


him the return of his principal on the due date, and in the meantime the rate 
of interest which is stipulated in the contract. If for one reason or another 


interest rates go up, then the current value of his bond will go down, and if 
interest rates should go down, as they have done, then the market value of * 
his bond will go up. In the case of the Dominion government bonds sold — 
during the war, for four or five years after the war the issues all sold at-a 


substantial premium. Now there has been a worldwide increase in interest — 


rates and, inevitably, that means that the current market price of bonds is 4 
down. As to protecting the smaller holder: as the committee knows, the last — 
three or four years there have been issued Canada savings bonds which bear : 


quite an attractive rate of interest, but they are limited in two respects: they — 
are limited as to the amount that can be purchased and they are, at any rate 


primarily, for the small holder. I am a firm believer in the use of the price fe 


mechanism and I do not think it is feasible to devise any means, to use your © 
term, of protecting the small holder. It would be too easy for the large holders — 
to convert themselves into small holders for the purpose of that transaction. — 

Mr. WRIGHT: Then why, Mr. Minister, did you change to the type of bonds ~ 
you are selling now if you believe a complete free enterprise system operating — 4 


in bonds was the one to follow? 


Hon. Mr. Appott: The reason for that is this, Mr. Wright: we are providing — 
a security which carries a lower rate of interest than the long term government 
bonds, which are limited in the amount which anyone can hold and which is 
redeemable on demand but which cannot be sold, transferred nor assigned. 
It is a special type of security to enable people of small means to put their 
savings into a form of security which is very liquid and which pays a 
relatively high return. To adopt the suggestion that one should permanently 
peg the price of long term government bonds at any figure you like, would 


mean that you completely destroy any difference between short term and 


long term bonds, and that is something I do not think you are really going 
to have, a completely controlled economy where you just tell people what 
they are going to get and hold them to it, or you have a type of economy 
that a good many of us believe in. 

Mr. GIBSon: You are not supporting the price now? 

Hon. Mr. Apsott: No. 

Mr. GiIRSON: You are buying bonds, though? 

Hon. Mr. Apspott: As we have funds to invest we will buy bonds. 

Mr. GiIBson: You supported them during the war. 


P 
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ss - Hon. Mr. ABBOTT: I do not say that. The conditions were quite different 
¢. during the war. There were very few other avenues for investment during 
re the war. We were taxing very much more heavily than we are today and 
_ there were very few avenues within which current savings could be invested 
i other than in government securities. All I think any government should ever 
i. attempt to do in the management of public debt is to see that there is an 
_ orderly and stable market for its securities, and the price that is paid for those 
_ should be determined, over the long pull, by the demand for them and by other 
4 matters of monetary policy in which, of course, no country can be entirely 
independent. 

d Mr. MAcDONNELL: It is unfortunate, Mr. Minister, that some of your 
_ predecessors were not quite as careful in their choice of words as you are. 
- I think it was your predecessor who, in 1945, said that we now had a 
_ mechanism where interest rates were going to be maintained. There was never 
~ a statement that bonds would not go below par. Mr. Ilsley never said that, 
- but he and others came so close to saying it that I am sure the ordinary 
_ salesman did not have to go even a microscopic distance to say that govern- 
5 ment bonds will never go below par, and I am afraid that is what the salesmen 
’ did say. 


. Mr. WRIGHT: You made the statement, Mr. Minister, in the course of your 
- remarks that to sell government securities you must maintain some stability 
in the market. 

~ Hon. Mr. Assott: No, I did not make that statement. I said the respons- 
3 ibility of the government is to maintain orderly and stable market conditions, 


and that has been done, Mr. Wright, and it is done today. 

a : Mr. WRIGHT: It is done by the operation of certain controls by the 
_ government? | 

ge Hon. Mr. Apspott: It is not done by the operation of certain controls. 


The management of the public debt is a fairly continuous technical operation 
which requires the operation of good judgment on the part of central bankers 
and others. 
Mr. WRIGHT: It requires controls, in other words? 
Hon. Mr. ApsBott: No, it does not require controls, it is the operation of 
_ the interest rate that does it, and it is the operation of the law of supply and 
demand today that tells you what you will get for your bonds. But if any 
large buyers come into the market for bonds in any large volume, the price of 
those bonds would go up just as it did after the war when victory bonds sold 
at a premium of 5 to 7 per cent. It was not government support that took 
them there. 
Mr. WRIGHT: If they fluctuated too violently, this government would have 
to exercise certain controls? 
Mr. MACDONNELL: Support. 
Hon. Mr. Apsott: It all depends on what you mean by controls. Your 
idea of controls and mine differ, Mr. Wright. 


Mr. WricHT: I do not think they are so different. What it comes to is 
that you can exercise the necessary controls, and that is all I infer by controls. 

Hon. Mr. Axssott: I do not think there is much difference. My point is 
that I think it is completely impractical and, as a matter of fact, it is 
completely undesirable for any government to guarantee a 15 or 20 year 
bond and say that it will always be selling at a certain price. 

Mr. WRIGHT: That is what you are doing now. 

Mr. SINCLAIR: On a comment made by Mr. Macdonnell—as I remember, 
in 1945 a certain optimism was expressed, not by the Minister of Finance 
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at that time but by others in the government, but was that not in ‘part done © 
to offset the cries of blue ruin that the opposition were. saying, that the ‘ 
country was going into the greatest depression, there would be thousands of — 
unemployed—was it not, perhaps, the contrast that created that impression? — 
Mr. MAcDONNELL: Is this a political meeting? 
Mr. SINCLAIR: It may have prompted some optimistic phrases. 
The CHAIRMAN: Mr. Fraser. 
Mr. FRASER: I just wanted to say to Mr. Abbott that there is one thing 4 
that I think his department should not do, and that is issue small denomination y 
bonds on call letters, because the public buy them and they are called in and ~ 
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the owners are disillusioned. They bought and were holding those bonds ~ 


thinking they would run to 1961, and then you call them in and there are © 
people who are trying to save and you stop their saving right there. They 7 
get their money back on redemption of the bonds and 2 is “spent? .J think @ 
those call bonds are not a right thing to issue. pie 

The CHAIRMAN: Are the question over? J 

Hon. Mr. Appotr: I just wanted to say a word, Mr. Chairman, to express 4 
my appreciation of the time and attention that. the committee has given to — 
this measure. As they will have appreciated, the departmental officials have © 
spent a tremendous amount of time drafting the bill. It probably will require © 
some other improvements. From what Mr. Sinclair tells me the committee has 
spent a great deal of time going over the bill very carefully. I am very — 
appreciative of the attention that has been given to it and I am sorry that I 
could not be here myself much of the time. However, I did feel that it was a 
bill in which the officials of the department could probably give better 
explanations than I could because a great many of the questions about it are 
essentially technical questions. It is not a bill in which there is any real 
controversy as to the object. The whole purpose is to get a measure which 
will bring up to date the law relating to the control of public moneys and 
the control by parliament. I think by and large— . 

Mr. MAcDONNELL: I think we are all grateful for the minister coming and 
we all know why he has not been before. We are also deeply appreciative of 
the knowledge and experience of the civil servants who have come here. 

Some Hon. MEMBERS: Hear, hear. 

Mr. MAcDONNELL: As for you, Mr. Chairman, you have absolutely exhausted 
us. 

The CHAIRMAN: I have not anything to add to what Mr. Macdonnell has — 
said. He expressed for us the thanks of the committee to the minister and to 
the Finance Department officials who have come here and have given of their 
time and given us all the explanation we wanted. 

Now, the committee has approved the bill, shall I report the bill with 
amendments? “ 


Agreed. 


Before you go, gentlemen, I would like to have our report approved so 
that now we will sit for a few minutes longer in camera, but before doing so 
I believe that Mr. Wright intimated earlier in the proceedings that he wished 
to move that we make a recommendation to the House. Are you prepared to 

do that now, Mr. Wright? 
; Mr. WricHT: Yes. I would move that we make a separate report to the 
’ House recommending that the annual report of every Crown Corporation should 
. be referred for study to a select committee of the House. 

Mr. SINCLAIR: I would move an amendment to that, and add that your 
Committee recommends that the annual reports of all Crown Corporations be 
published together in one section of the Public Accounts. 
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The CHAIRMAN: You have heard the motion and the amendment, Gentle- 
men. Shall the amendment carry? 

Agreed. 

The CHAIRMAN: Shall the motion, as amended, sane c? 

Agreed. 


The CHAIRMAN: Before we sit in camera to consider the two reports we 
are to make, I wish to thank everyone—including the clerk of the committee— 


_ for his devotion, and the reporters for their splendid work, and I am sure that 
in doing that I am expressing the appreciation of all the members of the com- 
mittee. I also wish to thank the members for their courtesy and co-operation 


during our arduous meetings—it made the task of being Chairman much easier. 


_ Now, Gentlemen, shall we consider our reports? 


Agreed. 
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‘ Resolved,—That the following Members do compose the Standing Com- 
. on Public Accounts: — 


Messrs: 
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Churchill Guysborough) Sinclair 

‘Cleaver Kirk (Digby-Yarmouth) Sinnott 
‘Cloutier Larson Stewart (Winnipeg 
Croll Macdonald (Edmonton North) 
: Denis East) Thatcher 
Fleming Wright—50. 
: (Quorum—15) 
é 
f 


Ordered,—That the Standing Committee on Public Accounts be empowered 
a examine and inquire into all:such matters and things as may be referred to 
them by the House; and to report from time to time their observations and 
pepinions thereon, with power to send for persons, papers and records. 


by WEDNESDAY, April 23, 1952. 

. Ordered,—That the Public Accounts and the Report of the Auditor General 
of Canada for the fiscal year ended March 31, 1951, tabled in the House on 
October 31, 1951, be referred to the said Committee. 


: Ordered,—That the name of Mr. Brisson be substituted for that of Mr. 
Gauthier (Portneuf) on the said Committee. 


TUESDAY, May 6, 1952. 
| Ordered,—That the said Committee be authorized to print from day to day 
800 copies in English and 200 copies in French of its proceedings and the 
evidence and that Standing Order 64 be suspended in relation thereto. 


Mt . Ordered,—That the said Committee be granted leave to sit while the House 

pis sitting. 

Attest. 

: LEON J. RAYMOND, 
Clerk of the House. 
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REPORT TO THE HOUSE 


| TuEspay, May 6, pao f 


Aiea following asa 
FirST REPORT 


° Your Committee recommends 


andes 64 be suspended in relation thereto. 


2. That it be granted leave to sit while the House is sitting. 
All of which is respectfully submitted. 


Le sPHIGIPPE PICARD, he 
Chairman. ar 


MINUTES OF PROCEEDINGS 


HOUSE OF CoMMONS, Room 430, 
: TUESDAY, May 6, 1952. 


The Standing Committee on Public Accounts met at 10.30 o’clock a.m. 
_The chairman, Mr. L. Philippe Picard, presided. 


Members present: Messrs. Ashbourne, Benidickson, Beyerstein, Boisvert, 
Boivin, Cavers, Croll, Fleming, Fraser, Fulton, Harkness, Helme, Macdonald 
(Edmonton East), Nowlan, Picard, Richard (Ottawa East), Riley. 


; The chairman thanked the committee for their renewed confidence in 
electing him to the chair again this year. 


The order of reference of Tuesday, March 18, 1952, was read. 


“On motion of Mr. Boisvert, 
4 Resolved: That Mr. Benidickson be elected vice-chairman. 
4 . 
On motion of Mr. Ashbourne, 
id Resolved: That the committee ask leave to print from day to day 800 copies 
in English and 200 copies in French of its proceedings and the evidence. 


Mr. Boivin moved that the committee ask leave to sit while the House 
“is sitting. 


‘ 
ri 
4 


After some discussion thereon, Mr. Boivin, by leave of the committee, 


: ‘withdrew his motion. 
L 
y On motion of Mr. Cavers, 


: Resolved: That the committee ask leave to sit while the House is sitting. 


On motion of Mr. Croll, @ 
Resolved: That the chairman and vice-chairman with eight members 
. Selected by the former constitute a steering or program sub-committee. 

: The committee discussed future meetings. 


i At 10.55 o’clock a.m., the committee adjourned to the call of the chair. 


; TUESDAY, May 20, 1952. 


_ _ The committee met at 4.00 o’clock, p.m. The chairman, Mr. L. Philippe 
‘Picard, presided. 


“ 


Members present: Messrs. Anderson, Ashbourne, Beyerstein, Blue, Boivin, 
“Browne (St. John’s West), Cauchon, Cavers, Croll, Fleming, Fraser, Fulford, 
Gibson, Johnston, Jutras, Kirk (Digby- Yarmouth), Macdonald (Edmonton 
East), Major, McCusker, Pearkes, Picard, Sinnott, Thatcher. 


3 In attendance: Mr. Watson Sellar, Auditor General for Canada; Mr. R. B. 
Bryce, Assistant Deputy Minister of Finance. 


es The committee proceeded with the study of the Auditor General’s report 
for the year pode’ March 31, 1951. 


And “in oe cney of Mr. Sellar still continuing, the aaa 2 _ 
_ was pciguened until the next merrines 


‘ea ANTOINE CHASSE, ee 
Ma : Clerk of the Committee 


- VERBATIM REPORT OF ORGANIZATION MEETING 


May 6, 1952, 
10:30- a.m. 


The CHAIRMAN: Gentlemen, we will open the meeting and I thank you for 
assembling so promptly and also for expressing your confidence in me as chair- 


man for the coming meetings. 


This is just a short organizational meeting in order that we may decide how 


| we shall proceed with our work. 


I will point out that both the Auditor General’s report and the public 
accounts for the fiscal year ended March 31, 1951, were tabled last year at the 


fall session and since we devoted all our meetings during that session to the 
financial administration bill we did not reach this part of our work, that is the 
- consideration of the Public Accounts, before the session was over. 


When a member first asked me for the committee to sit this year, I asked the 


| Minister of Finance to refer again to this committee the public accounts tabled 


last year and he explained to me that in his department things work by a 


system and that officials having tabled the report at the last session did not 
think it would have to be referred to the committee again this year which 


accounted for their not having been referred anew; however he immediately 


_ proceeded to refer them to us. At the moment, however, it is referred to us and 
- we have to decide how we shall go on with our work. I know that many com- 


pe cs Se 


-mittees are sitting and important work is being done in those committees. 
I am, therefore, in your hands with respect to the matter of deciding what you 


_ want to do in this committee. 


Now, we have before us the order of reference. It reads: 
That the Standing Committee on Public Accounts be empowered to 


examine and inquire into all such matters and things as may be referred to 
them by the House; and to report from time to time their observations and 
- opinions thereon, with power to send for persons, papers and records. 


‘Ele FN 


On Wednesday, April 23, the public accounts were referred to us together 
with the report of the Auditor General for the fiscal year ending March 31, 
1951—tabled in the House on October 31, 1951. The reference reads as 
follows: 

That the public accounts and the report of the Auditor General of Canada 


for the fiscal year ended March 31, 1951, tabled in the House on October 31, 


_ 1951, be referred to the. said committee. 


Are there any observations on those points in our proceedings? 
Mr. FLEMING: Well, Mr. Chairman, I suggest that in keeping with the 


: practice of this committee in recent years we should begin with a review of 


the report of the Auditor General as such, asking him to attend meetings for 


that purpose. It is a little hard to say how long that may take but I suggest 


that should be the first business to which the committee should address itself. 
While that work is proceeding, and depending upon the rate of progress, we 
can see how much further we will be able to go into other matters relating to 
_ the public accounts of any one or more departments. 


The CHAIRMAN: Are there any further observations? 
Mr. Ritey: I would think we should forgo any further meetings of this 


committee until other committees quiet down a bit. A lot of us are sitting 
on different committees at the present time and it is pretty nearly impossible— 


ee et 
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ae 
in fact it will be impossible—to attend them all. External Affairs, Agriculture, — 
Defence Expenditure, and Banking and Commerce are sitting, so if we had a — 
postponement of further meetings of this committee I think everybody would ~ 
be pretty well agreeable. a 

Mr. FLEMING: How long do you suggest? a 

Mr. RiteEy: A couple of weeks. 

The CHAIRMAN: I had hoped that suggestion might come from the : 
opposition and not from the government side—the suggestion that we have too ’ 
much work. : 

Mr. FLEMING: Well, we are all of one mind and we are all labouring under j 
quite a burden of committee work right now. It seems to me that members of — 
this committee, a great many of them, are sitting on the Defence Expenditures — 
Committee which is having a lot of meetings. If we followed Mr. Riley’s sug- 1 
gestion and started the meetings of this committee in about a fortnight or — 
thereabouts, other committee work might have eased up sufficiently for us to 5 


q 
1 


carry on with reasonable regularity here. c 
Mr. HarKNEss: I would think that in two weeks the Agriculture Com- — 
mittee would have finished its sittings and also possibly External Affairs. Then — 
it should be possible, I think, to stagger the meetings of this committee with 
those of the Defence Expenditures Committee—because those two committees © 
have a big overlapping of membership. 


The CHAIRMAN: There is just-a point of principle. It is that this is a — 
Standing Committee and, seven or eight years ago, we established the principle — 
that it should sit each year even if only for a few meetings. When the request © 
came first from a member that this committee should sit that is why insistence — 
was made on having the matter referred to us anew. 4 

We all know that members are busy with committee meetings this year and _ 
it may be agreeable to members that we should adjourn for a certain period of — 
time. That would be quite all right and then we will try to arrange matters — 
then. I am quite sure that the Defence Expenditures Committee will be sitting 
until the last day of the session and I am also sure that Agriculture will be © 
sitting for some time. 

At this time, if you wish, we shall proceed with the regular motions at our 
organizational meeting. The first matter is the election of a vice-chairman. 

Mr. BoIsvERT: I move that Mr. David Croll be our vice-chairman. 

Mr. Croutt: May I thank you very much but suggest, in view of some of — 
the other work at the present time that I and others have to do, that Mr. Beni- — 
dickson should be nominated. He is prepared to take it on and he knows the 
work of this committee very well. However, I thank you very much. 

The CHAIRMAN: Then the motion as it stands reads that instead of Mr. 
Croll, Mr. Benidickson be our vice-chairman. Is that agreeable? 

Agreed. 


Mr. ASHBOURNE: I move that permission be sought to print, from day to 
day, 800 copies in English and 200 copies in French of the Proceedings and — 
Evidence. 


Mr. FLEMING: Is that the same as last year? 


The CHAIRMAN: Mr. Ashbourne moves that permission be sought to print 
from day to day 800 copies in English and 200 copies in French of our Proceed- 
ings and Evidence. 

Mr. FLEMING: How does that compare with last year—the English looks 
a little high. 


The CHAIRMAN: The interest may be a little less now but a few years 
ago members asked that, since there was great interest in our proceedings, we 


} 
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should have the number fixed at 800. The secretary tells me that last year the 


Mr. FLEMING: It is a popular committee. 


Mr. ASHBOURNE: I think there are other committees which print a larger 
number than even 800. 


The CHAIRMAN: Then, it will be in order, so that we may sit in the after- 


_ noons or at other times to have a motion to sit while the House is sitting. 


Mr. BoIvin: I move that a recommendation be made to the House to reduce 


- the quorum from 15 to 10 members. — 


“a 
4 


The CHAIRMAN: Iam very sorry, but as chairman I oppose that. I think 
we should have our present quorum. This is an important committee and I do 
not think the party who has a majority should try to reduce it. I am sorry but 
I might have organized the procedure this morning somewhat better before 
the meeting but I personally am opposed to reducing the quorum of this com- 
mittee because of the importance of the control of finances. 


Mr. FULFORD: It seems to me that 15 is a small enough quorum for this 
committee. 


Mr. Cavers: I would move that permission be sought for this committee 
to sit while the House is sitting. 


The CHAIRMAN: Mr. Cavers moves that the committee be empowered to 
sit while the House is sitting. 


Agreed. 


‘Mr. Botvin: Then I would ask permission of the committee to withdraw 
my motion. 
The CHAIRMAN: ‘Thank you very much. 
I do not want to hurt anybody but the attitude was taken a few years ago. 
It is customary in all committees to have a motion to reduce the quorum but 
we have had a long discussion about it in our committee and have come to the 


- conclusion that since the government, evidently due to the will of the people at 


~ 


the last election, has a very large number of people on this committee, it might 
not be fair to the opposition to reduce the quorum to ten—which would mean 


q ten members of the government could carry on. It was unanimously agreed at 


- that time that we would not reduce the quorum, in order to give the opposition 


} ; 


a fair opportunity to offer criticism of whatever may come before the committee. 


Mr. FLEMING: There is another angle to that too. I believe there are at 


- least 10 opposition members on this committee, are there not? 


The CHAIRMAN: If you would move that we accept the motion I am quite 


- willing—since it might be 10 to 40—and if one gets lame by any chance you 


- will lose that one. 
wed 


3 
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Mr. CROLL: I move that a subcommittee on agenda and procedure be 
appointed comprising the chairman, the vice-chairman and 8 members to be 
named by him. 


The CHAIRMAN: Mr. Croll moves that a committee of 8 members be 
appointed as a steering committee. 


Mr. FLEMING: Was that last year’s number? 
Mr. CROLL: Yes. 


"rather, thes fixing : a achat date at the Paonene I wil touc 
ore aye: of each party to make sure when they are agreeable t 


Dany to arrange that meetings of this Connie conflict as little as. possible ei h 
those of important committees sitting at that time. i 4 < 


“: If it is agreeable to members I will now adjourn the ie ares to meet again 
at the call of the chair. 


alt 


The committee adjourned. 


EVIDENCE 


May 20, 1952. 
4:00 p.m. 


The CHAIRMAN: Gentlemen, we now have a quorum. At the last meeting 
it had been suggested that we would adjourn until this day of this week and 
that it might be appropriate as the first order of business to go into the report 
of the Auditor General. 

We have with us today as our first witness Mr. Watson Sellar, Auditor 
General of Canada, and I think if we follow the method of last year it might 
be in order to ask questions on the report itself and if members feel that they 
at any time wish to go into another part of the public accounts it would be in 
order to make a motion to do so after we are through with the Auditor 
General’s report. 

If we are in agreement and are to proceed as we did last year, I will give 
the items by the page of the report until we get to the titles that cover a number 
of items under the same headings and questioning can proceed accordingly. 
Are there any questions on page 2? 

Mr. FLEMING: I thought you were going to call it by paragraphs. 


The CHAIRMAN: Paragraph 1: 


Mr. Watson Sellar, Auditor General of Canada, called: 


Mr. FLEMING: Has Mr. Sellar any opening statement to make? 


The CHAIRMAN: No, I suggested to Mr. Sellar that he would come here as 
a witness and that you would ask questions and he would answer them. 


By Mr. Fleming: 
Q. Well, No. 1 is this, is this list of Crown corporations the same as pre- 
vious years, Mr. Sellar? No change as compared to previous years?—-A. There 


_ is no change. Since this list was prepared one has been added. 


Q. What is that?—-A. Farm Loan Board. I received notice this morning. 


By Mr. Fraser: 
Q. What about Park Steamships?—A. Park Steamship Company is practi- 
cally out of business. 


By Mr. Jutras: 

Q. What did you say about the Farm Loan Board?—A. It is being added 
to my list next year. 

The CHAIRMAN: For audit purposes. 


By Mr. Fleming: 
Q. Well, the Sugar Stabilization Corporation is out?—A. Yes. 
Q. Commodity Prices Stabilization Corporation—A. That is out of business. 
Q@. Crown Assets Disposal Corporation?—A. That is active. 
Q@. But on a smaller scale?—A. Yes. 
The CHAIRMAN: Item 2, any questions? 
Item 3? 
11 
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By Mr. Fleming: | eee) 
Q. A question on No. 3, Mr. Chairman. It has to do with the extent to 
which Mr. Sellar’s services and those of his department are made available to 
the United Nations. How does this work out in practice? Is it creating — 
unreasonable burdens for yourself and your staff, Mr. Sellar?—-A. No, the staff 
enjoy the experience. It is good experience, takes the boys out of the rut, gives _ 
them a chance to see how things are done elsewhere. The work can be done in © 
our slack time. It does not interfere with the audit of the accounts of Canada, 
Q. What is the slack time? I did not know you had one.—A. Oh, yes, we © 
always have a slack time after we finish audits in the fall. In November we ~ 
always have a slack time and then, before we close at the end of the fiscal year — 
there is a slack period. For instance, the Income Tax people do not want us ~ 
around during the month of March. They are busy enough taking in money — 
and do not want anyone bothering them in the month of March, so in the fall ~ 
and in the month of March there is a slack period. Py 
Q. We have no doubt you are rendering a very useful service to the United 
Nations down there by what you and your staff are doing. Just what does it — 
represent in terms of time to the men in the department and yourself?—A. We — 
send down five men in the fall for four weeks and we send four men down in 
March for five weeks and then I spent twenty-seven days in:New York this 
spring. In July I have to be before a committee for two days and in the fall — 
I have to appear before the General Assembly in connection with the United 4 
Nations accounts, the Children’s Emergency Fund account, the Palestine Relief 
account and the Korean Relief account. Those are spread out a little on the 
agenda so I am down there for about thirty days in the fall. At the same time, 
they are sending stuff from Ottawa to me in New York to attend to. 


By Mr. Croll: 


Q@: Mr. Sellar, the United Nations reimburse the government of Canada 
for the time that you devote to the United Nations and the time devoted in all 
by your staff?—-A. Actually, Mr. Croll, we are making a little money on the 
proposition. We would be paying our staff anyway so we get their salaries 
back, but it so happens that Mr. John Bracken was the spokesman for the 
government of Canada in 1946 when I was appointed and, as there was dis- 
cussion as to the qualifications of the auditors he said that Canada would send 
down their Auditor General and would not charge for his salary. I am very 
sorry he put in that phrase when he was down there, but they pay my expenses. 


By Mr. Fleming: ; 

Q. Well, you are satisfied that it does not interfere with your duties here, 

Mr. Sellar?—-A. No, it does not interfere with our duties. I think there is a 
limit to what we should be asked to perform but we are the nearest and they 
rely on us. 


“4 
BU VT. kT osen: ; 
Q. Well, it would give you a better insight into what they are doing down _~ 
there?—-A. Oh, yes, we know the insides of that place very well and I think © 
they are appreciative of the interest Canada takes in it. # 


By Mr. Fleming: 

Q. They should be, and the time that you are personally giving to it as ~ 
you have indicated here.—A. That does not seem to be avoidable, but I have “s 
it so arranged that the stuff I have to attend to in my office is shot down tome 
there and I am able to look after the office work as well as theirs. The only — 
difference is this, Mr. Fleming, I get no summer holidays. 


aa Wie a e 


om 
_ 
ie 


PUBLIC ACCOUNTS 13 


By Mr. Fraser: 


Q. Well, that is not fair—A. I know, but you cannot avoid it. 
Q. Do you get any holidays?—A. Well, when I am down there a change is 


as good as a rest. 


“AS 


By Mr. Croll: | 
Q. Absence from Ottawa is a holiday in itself?—-A. Some will say that a 
civil servant does not work hard enough to necessitate getting holidays. 
Mr. FULFORD: It depends on the civil servant. 
The CHAIRMAN: No. 3? 


By Mr. Johnston: 

Q. Have you any check on the Army Benevolent Fund as it comes within 
your jurisdiction, to see that they are properly disbursed?—-A. Oh, yes, we 
have a very direct responsibility with respect to the Army Benevolent Fund. 
The other two, the R.C.A.F. and the navy, are private corporations. We have 
the usual powers of an auditor under the Companies Act. 

Q. What do you mean by that, as far as the disbursal of the funds are 


- coneerned? If they make a donation which is not a proper one, do you have 


any check on that?—-A. We would report it in their report. 

@. Do you run across any cases like that?—-A. No, they are handled very 
well with the directors taking a very intimate interest in all the transactions. 
In the case of the R.C.A.F. Benevolent Fund, one of the most active members 
on it is my good friend Henry Norman, the senior partner of Price, Waterhouse 
and Company, and you can depend on him looking after things, and tte same 
is true of all the other directors. 

@. How are those funds created?—A. Private donations plus the money 


q that they got from the NAAFI which is the canteen moneys and prize money 


that they got last year. 

Q. Has there been any of the prize money come in?—A. It just came in last 
year. Parliament allocated it last year. I am now talking about eighteen 
months ago. 

Q. What was the amount of that, do you recall?—A. I have not the figure 


- in my head, sir. I can get it for you. 


Q. I think it was a fairly large amount.—A. Yes, it was a good substantial 


sum. The navy got the most of it, of course. 


The CHAIRMAN: Any further questions on No. 3? Item 4? 


By Mr. Browne: 


Q. On No. 4, Mr. Chairman, I was wondering how comprehensive these tests 
are. Take, for example, the unemployment insurance. Is there someone who 


- makes individual audits of the individual accounts and is that person under the 


* 


; Auditor General?—A. That work is done by the departmental staff, the unem- 


_ ployment internal audit people. We make tests to establish the efficiency of 


Wy 


that section. 
Q. You might miss a case, for instance, where a man was being paid unem- 
ployment insurance twice, as was the case in one example I heard of. That 


- might never come to your notice?—A. It might not if we did not pick it up in 


our test. 
Q. How would you find it out—pick out so many in (a) and so many in (b)? 


_ —A. We never do the same thing twice or they would be ready for us. 


Ne en 
ee a ; 
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Q. Most people do not know the method you are going to adopt?—-A. We 
keep changing our program about. We try to cover all the accounts in a certain 
_ period of years. One year we might check them alphabetically; another time 
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we might take certain months. Another time we might split that and make — 
a combination, but we try to make a comprehensive test. We rely a great deal — 
on perusing the reports of their examiners for weaknesses. We have men 
stationed in Montreal, we have men stationed in Toronto, we make inspections — 
of the Winnipeg accounts, we make an inspection of the Vancouver accounts 
and we have a man in the maritimes who goes to Sydney. 

Q. Do you go to Newfoundland?—A. We just stationed him there last 
year and he is going to Newfoundland in due course. He has not gone yet. | 

Q@. There has not been any representative from your department gone to 
Newfoundland?—-A. No, I have discouraged them from going into Newfound- 
land because there have been too many civil servants going there and I thought 
I would wait until there was a little relief. 

Q. No auditing tests on departmental accounts in Newfoundland is done by 
him?—A. The Post Office naturally have an inspection by their own inspection 


service'and we rely on that. The Customs and Excise have their own travelling ¥ 


inspectors and they are checked. Those are the two biggest. Pardon me, I am 
wrong when I said I had not a man there. I had men at Gander within the ~ 
last three months, and those two men are going back again. They may be there ~ 
now. They are going down for the inspection of the revenues of Gander airport. 

Q. Will you also be able to continue that indefinitely, having some repre- 
sentative go down there?—A. It all depends on the volume I have, sir. If there 
is enough volume and if there is any doubt in my mind I will send a man 
quickly but to date we have had no necessity and we are just gradually taking 
that up. 

Q. What staff have you in the maritime provinces, Prince Edward Island, 
Nova Scotia and New Brunswick?—A. We use two men regularly and we send 
down men for the inspection of the Income Tax and Post Office departments. 

Q. Do those two men work on any particular itinerary or go where they 
please?—-A. No, they are all instructed. 

Q. By you?—A. By us, so that there is no time wasted in travel. If there 
are three accounts in an area, they take all three accounts at once although 
they may be entirely different departments. 

Q@. What do you mean by three accounts?—A. Let us say there is an 
experimental farm, a marine agency and the post office. 

Q. What about the Halifax Harbour Board?—A. That is their key account. — 
They are located in Halifax. Halifax and Saint John harbours are their two 
key accounts. If there are three accounts, say, at Moncton, where there is also 
the Unemployment Insurance office, they would take all those accounts when 
they are in there. We do not try to make a 100 per cent audit. It would cost 
the country far too much money and would not be worth it. The taxpayer has 
some rights. 

Q. Well, internally in the department there must be somebody acting as 
auditor?—A. Yes, sir. | 

Q. You do not call them auditors?—-A. They may be treasury officers. 


By Mr. Fleming: 

@. And those men are checked on the basis of test?—-A. Yes. 

Q. Could you say in a word how extensive the tests are and how they 
compare with those conducted by a private firm of auditors of a corporation? — 
_—A. It will be a little more extensive in some regards because of the great ~ 

interest in this country in expenditures. We follow right behind in all expendi- 
ture payments. Take National Defence. Our lag will never be more than 30 
days behind the expenditures of national defence throughout the twelve months 
of the year. 


Q. How extensive is the audit—or what is the extent of the test?—A. It 


varies with the class of account. If the accounts are routine salary accounts, 
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“for Sanaa you do not need to make a very exhaustive test. On travelling 

expenses, however, you may have to make a 70 or 80 per cent examination if 

you see any carelessness in checking accounts. That is the sort of thing where 
every man has his own idea on travelling expenses and what the sum 
involved is. 

On other accounts a 10 per cent check would be adequate. 

, Q. What about contracts entered into by a department like Defence 
Production, for instance, where the contracts are on a cost plus basis?—-A. That 

is audited first by the treasury cost accounting section. We get their reports. 
We, of course, examine all large payments. Every large payment of over 
$100,000 is examined. If the treasury cost audit indicates anything we are 

doubtful about we may send one of our field men in there to look at it. 

Q. Do you have occasion to do that very often?—A. Fortunately, no. 

Q. Do you ever have occasion?—A,. Oh, yes, particularly in war years. 

Q. I was thinking about the latter years?—-A. We send men into Canadair, 

.for example, and the A. V. Roe Company in Toronto, where there are very 
large contracts and where we take practically all of the production. We go 
in there periodically to survey the system rather than the ‘accounts themselves. 
We survey the system of accounting and internal check—whether the treasury 
officer is performing effectively and everything else like that. We go into 
accounts like that rather frequently. 

@. But on individual expenditures, for instance in those firms you men- 
tioned where very substantial amounts of public money are being spent, your 
actual check on expenditure—of individual expenditure—is a small percentage 

_check?—-A. No, you see they are paid once a month and that payment is 
examined here in Ottawa. All large payments are looked at. The small ones— 
no—we cannot begin to cover them. - 

, Q@. Could you say in general in cases of this kind what proportion of the 
total would be represented by payments under $100,000 and what proportion 
goes over the $100,000?—A. I would be guessing, Mr. Fleming, and I might 
mislead you. I would rather try to establish a figure than to bluff you. 

-  Q. You would not do that.——A. You might take my word for it and I do not 
know my facts. 


The CHAIRMAN: Are there any further questions on number 5? 


Item No. 6, statutory directions relating to the Auditor General’s report? 
By Mr. Fraser: 


Q. On item 6, have there been any grants exceeded?—A. No. 

Q. Well going right down the list, has there been any exception on any of 
these—(a), (b), (c), (d), (e), (f)?—-A. On (f) there has been none. There 
have been no warrants. (b), (c) and (d) sort of overlap and therefore anything 

which we think is a little odd or unusual is put in the report now before you in 
various places. 

Q. They are in the report?—A. Yes, and as far as the remissions are con- 
cerned they are in the back. 

Mr. GIBSON: We can take it from what you say that for grants made by 
parliament to the Defence Department, for instance, where they tell us this 
_ year they were only out 1 per cent in their estimates of expenditure, there is no 
possibility that they could have used money which we voted for one purpose 
_ for any other purpose? Are you satisfied of that? 

The CHAIRMAN: That is not a “grant’’ as is understood by this. 


The WITNESS: When you say 1 per cent and you use “year” you may be 
_ referring to last March 31st. 


Mr. GIBSON: Yes. 


16 | STANDING COMMITTEE 


The WITNESS: Of course, this is the previous year. Our complaint, and 
you notice that in here is that National Defence did not pay all the bills that a 
were ready for payment. There was a little drag there. 4 

Mr. Gipson: You are quite satisfied that money provided by parliament : 
for a specific purpose was used for that purpose and not for another purpose? _ 


trouble in that regard because it was a single lump vote for the whole of a 
National Defence. It was not split up into a series of votes; they got that one ~ 
great big vote and it was internally controlled. . * 

You have a good government Toor ces system. It is a good system and a 
you have no worry there. - 

Mr. CROLL: Well, what are we to worry about. If we are not to worry . 
about the government accounting system what are we to worry about? 3 

Mr. FLEMING: The government. 

Mr. CrRouL: That is your worry. 4 

Mr. FLEMING: On the point Mr. Gibson has mentioned, we have in mind — 
that the details in the estimates are not statutory and it is quite legal to shift _ 
expenditures around within the vote as long as they are not shifted from one ~ 
item of the appropriation bill to another. . 

Mr. FRASER: In other words they can use for the navy funds which ne a 
first thought would be used for the army. 

_ Mr. Crouu: No. 

Mr. FRASER: Because it is all in a lump sum. 

The CHAIRMAN: If it is in a lump sum you can switch from one part to 
another within the vote. . 

Mr. FLEMING: Yes. The details at the back of the book of estimates are 
not statutory. a 

The CHairRMAN: Now, summary of the year’s financial operations—items 
7 to 13 inclusive. 

Are there any questions on item No. 7? 


By Mr. Browne: 


Q. On item 7, that $211 million of recorded surplus which the net debt is _ 
diminished by—is that done automatically?—-A. Yes, sir. You take your total — 
funded debt which was $16,900,000,000 and subtract from that your active assets er 
which were $5,500,000,000 and that left you $11,433,000,000 in figures. Then, 
you just compare that with the like figure for the year before and you have a 
the reduction. a 

@. Yes, but how do you actually pay that off? You do not pay off any- q 
thing at the Ist of April do you?—A. No, you are thinking of the English — 
scheme. : 

Q. Yes?—A. No, Canada has not got that English scheme. 


By Mr. Fleming: 
Q. Would you clear up one point for me? You started off by saying that 
you began with the gross net debt but is it confined to the funded debt, when. 
you are ascertaining this figure of net debt? I did not think the funded debt 
was the gross debt—that is only part of it?—-A. My expression was not apt. 
It is the total liability. j 
Q. Yes, of which the funded debt is only part?—-A. Yes, it happens that — 
the balance sheet uses the words ‘“‘funded debt” at the bottom and that is where 
I slipped. | 
Mr. BRowne: It is total liability? 
The WITNESS: Yes. 


g 
a 


PUBLIC ACCOUNTS | 17 


Mr. BROWNE: When you speak of net debt do you mean the surplus of assets 


_ over liabilities? 


The WITNESS: The other way, unfortunately. It is liabilities over assets. 
The CHAIRMAN: Item 8? ‘Item 9—post office revenue. 

Mr. FRASER: This was before the one delivery a day started? 

The WITNESS: I am not sure, I do not know when it started. 

Mr. Browne: The accounts for 1950-51 are very different. 

The CHAIRMAN: We cannot hear you, Mr. Fraser? 


Mr. FRASER: I said that the figures here are for a time before the one 
delivery a day was inaugurated by the Post Office Department; and I am 
wondering if the revenue shows an increase or a decrease? 


The CHAIRMAN: This covers the period until March 31, 1951. The one 
postal delivery a day was not started at that time. 


Mr. Fraser: That is right, if it had not been started at that date this 
would not show it. 


The CHAIRMAN: No. 


tem 10, ‘Return from Investments’’. 
Mr. BROWNE: Is that not given somewhere, item No. 10? 


The WITNESS: In the following paragraphs I break them down. They 
are also given in the public accounts. 


Mr. BROWNE: I see. 


By Mr. Fleming: 
Q. On item 10, Mr. Chairman, on Bank of Canada—we have not got a report 


of the Bank of Canada here—that big figure of $34,700,000 is the total of the 


Bank of Canada and Exchange Fund account. That includes, I understand, 


_ profits on the operations of the bank for the full year plus the payment of 


dividend on the stock which the government holds in the bank, and it also 
includes the full profit made by the exchange fund, is that correct?—A. In round 
figures, it is $19 million, bank, and $14 million, fund. That is in very round 
figures. 

Q. It is to be expected that with the abolition of the Foreign Exchange 
Control Board and the fund there will be a consequent loss of revenue? 
—A. Well, there would not be much revenue with things as they are now. 

Q. There would not have been?—-A. There won’t be today. 


Mr. FULFORD: There won’t be any from now on. 
~The WITNESS: Oh, yes, they have investments. 


By Mr. Fleming: 
Q@. Would you enlarge on your answer?—A. The exchange fund is held 


in gold and treasury notes and certificates of indebtedness of the United States 


government and a few other things like that which are interest-producing. 
Gold, of course, is not. 

Q. That is just one fund or pocket within the Consolidated Revenue Fund 
is it not?—A. Yes. 

Q. Will the abolition of the Foreign Exchange Control Board affect it? 
—A. The account still stands, the account is still there. 

Q. It stands as an account within the Consolidated Revenue Fund now? 
—A. Yes. Previously they paid # of 1 per cent interest to the government on 


_ the advances and that was discontinued, there is no revenue coming now from 
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Q. Well, you look perhaps for some diminution in revenue, but still that 
fund should earn revenue?—A. Yes, not a big revenue but it will earn a revenue. — 

Q. Was there any effect on revenue in that account within the past year 
as a result of the tendency to increase the holdings of gold and decrease the ~ 
holdings of United States dollars?—-A. You would have to ask someone om P. 
the Finance Department that question. | 

Q. Would you care to comment on this question, whether the enhance-— 
ment of the value of the Canadian dollar with relation to the United States 
dollar is going to affect the revenue from Exchange Fund account.—A. Well, 
we will lose money initially because we bought securities at $1.10 and they are 
only worth 98 cents now, so we have a big loss at the moment. 
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By Mr. Browne: 
Q. How much would that amount to?—A. I cannot give you the figure. 
Q. Is it shown here?—A. No, sir, it is subsequent to this. I think it has — 
already been tabled in the House. 


The CHAIRMAN: Item No. 11. Have you any other questions on item 10? 
All of these individual items in item 10 are covered further on in the other 
items. Shall we go on to No. 11? 


Item No. 12, amounts received from various Crown Corporations. 


By Mr. Fleming: 

Q. I have some questions on No. 12. First of all, with regard to Central 
Mortgage and Housing Corporation, is that all profit?—-A. No, it is not profit; 
it is interest on advances. ats made very large loans to the Central Mortgage © 
Corporation. 

Q. Well, yes, the various funds put at the disposal of the corporation 
under the various parts of the National Housing Act, but I understood that in 
addition the corporation showed a profit on those transactions. Am I wrong in 
that?—-A. I am not the auditor of the corporation. 

Q. Of course you do not audit Central Mortgage and Housing Corporation 
accounts. Well, I will not ask you any more on that. You are the auditor of 
the Canadian Broadcasting Corporation?—A. Yes, sir. 

@. You show there $196,000 received from the Canadian Broadcasting 
Corporation. What was that made up of?—A. That is a loan. 

Q. Repayment of loans?—A. Interest on loans. 

Q. Entirely interest? They did not repay any loan?—A. No. 

Q. As a matter of fact they were getting more loans at that time? 


Mr. BROWNE: They are not making any profit, are they? 
Mr. FLEMING: They were not then. 


Mr. BROWNE: They are not making any profit on the whole transaction. 
This is merely taking it out of one pocket and putting it into another. 


Mr. CrRoLL: Mr. Chairman, it occurs to me that whatever Mr. Sellar knows | 
as auditor of the Canadian Broadcasting Corporation is not a matter of 
proper comment here, is it, whether they made profit or not. We are 
not now discussing Canadian Broadcasting Corporation affairs. This is a receipt 
for interest. If the question arises, did the Canadian Broadcasting Corporation 
make or lose money—is that a matter for us? 


The CHAIRMAN: It is an extension, of course, of what we are doing now 
and I do not want to clamp down as long as it is as reasonable as it is now, 
but of course it won’t be the proper moment to go into all details of all these 
items, but as long as we are within bounds I do not want to stop the questioning. 

Mr. FLEMING: I thought we were getting along very well. 

Mr. CROLL: Go ahead, I am listening! 
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By Mr. Browne: 


% Q. Is the Canadian Broadcasting Corporation in arrears on any of its 
-payments?—A. The Canadian Broadcasting Corporation is not in arrears. 

a Q@. And in each of these items was the amount for interest paid when it 
was due?—A. Yes. There was no principal paid; there was interest paid. 

Q. The exact amount that was due?—A. Yes. 


. _ Mr. FLEMING: Can I ask you a question about this variety of interest rates 
that you refer to in the second paragraph in section 12. These rates, I suppose 
result from the fact, Mr. Sellar, that the various loans were made at different 
periods. Does that account for the variety in rates? 


The WITNESS: Well, I put in considerable detail this year on that because I 
noticed that the British Public Accounts Committee a year ago considered the 
same question. It does not seem fair that one body should pay a different rate 
than another. On the other hand, when a body gets money for a short period 

_of time it is entitled to a lower rate than one, say, which is going to have it for 20 
years. I think that this question is a policy matter, and whether this committee 
-regards it as within its field or not I do not know, but I do not think it would be 

very useful to have an opinion on the practices of the Department of Finance 
some time. 


By Mr. Croll: 

: Q. Does not the Department of Finance pay various rates of interest 
at various times?—A. Yes. 

ri Q. Does it not follow, then, that if they have to pay more they charge 
-more?—A. What I mean is this, Mr. Croll—take the National Harbours 
-Board which pays 2°75 per cent, while the Northwest Territories Power 
Commission pays a little higher rate. Both loans are for about the same period 
of time. That is what I mean. 

Q. The National Harbours Board—would the loan have been made last 

_year?—A. No, most of these are very old loans. 

Q. That is my point. One may have been a 20-year loan and the other 
-a 10-year loan made when money was cheaper or dearer. How does the 
government synchronize that?—-A. Again I say I do not know the answer. The 

Department of a are the right people to ask if you are interested in 
the subject. 

The CHAIRMAN: I think that the date on which these loans were made 
-would have an influence on the rate. For example: How was the money market 
at that moment? It might be hard to get them all under one rate, if they were 
made at different periods. 


Mr. FLeminc: That would explain to a certain extent the variety in these 
rates. There are two questions I want to ask: First of all, what about the pos- 

sibility in fairness to these various enterprises of reviewing these interest rates 

gov ith a view to more equal treatment; and secondly, should we not hear from 
the treasury department as to how they are working out, to satisfy ourselves 
whether or not there should be some recommendation made with regard to 
them? 


The CHAIRMAN: Do you feel that we should hear the treasury officials now? 
‘ Mr. FLEMING: No, but at some stage of the sittings of the committee. 
: The CHAIRMAN: We have the officials with us now. 
£ Mr. FLEMING: Are they here now? 


The WITNESS: There is a statement in the public accounts under F-47, 
which gives the various loans and the various rates. 


ay The CHAIRMAN: We are projecting into the public accounts immediately. 
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Mr. FLEMING: If Mr. Bryce is sitting here, perhaps he could give us a word 
about them. c 

Mr. Croutu: Let Mr. Sellar finish, and then we can have Mr. Bryce later * 
Let Mr. Sellar exhaust the subject now. 

The CHAIRMAN: I am in the hands of the committee, but when an item is 
mentioned which we could quickly clear up, maybe it would be a good idea to 
have Mr. Bryce at this time. He can defend himself well, and if it is a matter 
of government policy, he can say so. 

Mr. FLEMING: Let us try it anyway, Mr. Chairman. 

The CHAIRMAN: Will Mr. Bryce please step forward to the table? . 

Mr. Fraser: At the bottom of F-47 the Soviet Union certainly have the ) 
benefit there. “a 

The CHAIRMAN: Oh, you are getting ahead of our schedule, Mr. Fraser. c 


Mr. Fraser: That is at the bottom of F-47, and that is the one which Mr. : 
Sellar quoted, Mr. Chairman. 


The CHAIRMAN: Yes, but let us deal with this question of item 12, the 
interest rates. Would you care to express an opinion, Mr. Bryce? 

Mr. Bryce: (Assistant Deputy Minister of Finance): The general policy’ 
followed in the past is to make a loan at approximately the cost to the govern- 
ment of borrowing for a similar purpose at the time the loan was made. That 
is the policy which has been normally followed in regard to the crown com= 
panies and with regard to loans abroad. I would not say, however, that” 
occasionally there might not be a little added to bring it out to a round figure, 
or something of that sort. But, in general, that has been the policy, so that 
one gets a variety of rates resulting from the different times at which the loans” 
were made. But again I would not like to be categorical and say that at no 
time has a higher rate been made as a result of special circumstances. If you 
wish, I could inquire as to particular rates in the schedule, or the particular 
rates to which Mr. Sellar has drawn attention. 


The CHAIRMAN: Do we not see that very thing in the figures set up on most) 
corporations, where they make loans at different periods and pay interest on 
different issues of bonds according to the money market at the time they went 
on the market? 


Mr. JOHNSTON: Did not Mr. Bryce indicate that the loans were made at titel 
same time but at varying or variable rates? 


Mr. Bryce: I know that that has been our general policy and practice bu 3 
there may have been occasional departures from that for reasons that apply 
to particular corporations or companies. I would not want to be categorical 
in stating that that has applied without exception, because I am speaking from 4 
memory. 

Mr. FLEMING: Are there any other corporations than these listed in section 
12? Are those all the corporations which would be equally treated by the gov- z 
ernment in all respects in the matter of the rates charged on loans? a 

Mr. Bryce: I am not certain, sir, whether or not, for example, the rates on 
the Farm Loan Board may be set by statute. | 

Mr. JOHNSTON: Consider the two, giving the National Harbour Board, 2:75, © 
and the Canadian Broadcasting Cotporation 2:75. Would they be given at the | 
same time? i 


& 


Mr. Bryce: I would have to look that up. 


Mr. FRASER: Mr. Bryce said that they charged what they can orroys the 
money at on the market; then he put a cushion in as well. 


Mr. Bryce: Normally, we will add a slight margin. 
Mr. FRASER: You have to add that to cover them? 
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Mr. Bryce: That is the practice which is followed on loans. 

Mr. FLEMING: It is a modest over-head. 

Mr. BrYceE: Yes, it is a modest over-head. 

The CHAIRMAN: Are there any more questions on item 12? 

Mr. CROLL: With respect to Eldorado Mining and Refining (1944) Limited, 
£1, 057,000, you indicate here that it is in the form of a dividend rather than 

interest. ‘And you say that it is the first declared since 1944. What moneys, 
for instance, do they owe us? Do they pay interest only, or do they pay some- 

thing on account of principle? 

4 The WITNESS: No sir. Eldorado Mining and Refining Company was 

originally an Ontario corporation. The Government of Canada expro- 

-priated all of the shares, and if my memory is correct, we offered $1.35 

_and it was accepted by all. They had the right to go to the Exchequer Court if 

they did not like it. Therefore the money which Canada has ‘invested in that 

corporation is in the form of common shares. 


% Mr. CROLL: I see. 


A Mr. FLEMING: This payment of interest by the Canadian National Rail- 
ways was, I take it, on direct loans which were not initiated in the way in 
~ which loans are made now, that is, by the issuing of Canadian National Rail- 
ways bonds which are suaranteed by the government. 


« The WITNESS: The money paid by the Canadian National Railways would 
be on loans from the government to the Canadian National Railways. 


Mr. BROWNE: Some of them would go back quite a few years. 


: 
4 The WITNESS: Yes, some of them would go back over quite a number 
of years. 


Mi Mr. BROWNE: I noticed that some of the loans were only for one year. 
Several are for one year; and some are for six months. That is on page 47. 

The CHAIRMAN: Are we finished with item 12? 

Mr. BROWNE: Perhaps you could explain it, Mr. Sellar? 

The WITNESS: I think you will find that— 


Mr. BROWNE: They are still outstanding, according to the 1936 agreement 
and the 1944 agreement. 


a The WITNESS: I think you will find those low rates are on equipment 
issues which always sell at a low rate in the market. ; 


The CHAIRMAN: Can we pass on now to item 13? 
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By Mr. Fleming: 

Q. Mr. Chairman, I suppose Mr. Sellar can make a comment on item 13. 
1 suppose we are all rieeneetod in these payments of the U.S.S.R. and China. 
‘It is obviously from the nationalist government of China. Where did the 
“payment that they made come from, I mean the $1,702,000?—A. You will 
vallow Mr. Bryce to correct me if I am wrong because I am speaking from 
-memory, but my recollection is that the $1,702,000 was represented by bridge 
"spans which the government of Canada purchased from the government of | 
China in Canada and were sold, plus certain ammunition and other things 
Bhat China had in Canada which ihe government of Canada took over at cost. 
a Q. There was no direct payment in funds?—A. My recollection is that 
is correct but if I am in error Mr. Bryce will correct me— 

- Mr. Bryce: I am sorry I cannot say definitely. They - were, of course, 
endeavouring, by any arrangement they could, to find funds to make payment, 
and there were transactions in which we had a share, but like Mr. Sellar, 
I would hesitate to speak from memory without looking up the facts. 
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Mr. FLEMING: I noticed the payment by China did not discharge all the — 
liabilities with respect to interest, Were those assets which were sold and 
realized upon and the proceeds paid to the Canadian government, all assets 4 
of the national government of China which were available for the purpose — 
in Canada? 4 


The Witness: Mr. Chairman, Mr. Bryce would have to answer that a 
question. ; 


Mr. Bryce: I am sorry, I cannot answer that, sir, without finding out. 


Mr. FLEMING: Perhaps we could leave that to Mr. Bryce, Mr. Chairman, 
for him to inquire into it and give us a report at a later time. 


The CHAIRMAN: I understand the witnesses will take notes as they usually 
do of any questions that are not answered and will provide the answer at a 
future meeting. 


By Mr. Fleming: 


Q. With regard the U.S.S.R. I wonder if Mr. Sellar could clarify this state- 
ment at the top of page 5, “‘the U.S.S.R. paid approximately $29,000 in cash; ~ 
the balance represents interest capitalized.” Would you do that for us, Mr. ~ 
Sellar?—-A. Mr. Chairman, if my memory serves me right Mr. Bryce discussed 
this very transaction with the committee last year; and if I recall it correctly, 
it dates back to 1942 when certain food supplies et cetera were made available 
to the U.S.S.R. and last year settlement was negotiated with them and the 
arrears of interest were capitalized; and, for bookkeeping purposes the capital- 
ized interest is revenue. Speaking subject to correction, I think the debt remains 
as it was, but I repeat that the transaction was dealt with in committee last year 
and Mr. Bryce may know something about it. 


Mr. Bryce: This was a settlement made by negotiation with the U.S.S:R. 
for amounts which we regarded as owing for shipments that took place immedi- 
ately following the end of hostilities in 1945. Actually in negotiating a settle- 
ment one has to get some sort of agreement on it, and it was in the process of 
negotiation that the capitalization of the interest over the past period was 
agreed to. 
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Mr. FLEMING: What is the basis of the agreement now in regard to the © 
settlement of the capital advances plus the arrears of interest which have under 
the agreement been capitalized? 


Mr. Bryce: I would have to find that out for you, sir. It would be dangerous 
to speak from memory. But the nature of it was that the amount of the indebted- 
ness was established at a certain date and the interest rate was applicable as 
noted here, and there was a definite schedule for repayment. I can secure that 
information and provide it to the secretary for the record. 


Mr. FLEMING: Yes. Well then I think we would be interested in knowing 
the terms of this settlement and what Canada had to give in the way of con-— 
cessions in order to bring this into the agreement for payment. 


The CHAIRMAN: I think in any agreement we have got to accept the prin- 
ciple that anything is better than nothing when you know that you have no. 
other way of enforcing any negotiations. 
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Mr. FRASER: Show at the same time what they really do owe us because it 
is over $10 million, isn’t it—over $11 million, and the odd hundred thousand 
there too—we might as well say $12 million. ; 


Mr. BROWNE: Yes, over $12 million. 
Mr. FRASER: It is over $12 million now, plus interest. 
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Mr. Bryce: There was a loan which they had which was discharged in that 
year. This is a loan which was made under the Export Credit Insurance Act. 
Then there is this other loan representing settlement for supplies under mutual 
aid. 

Mr. FLEMING: I would like to ask a question about Czechoslovakia. I see 
we have received a payment of $409,000 from Czechoslovakia. In what form 
was that payment made? Was that a transferrable exchange or was there some 
other basis of settlement involved? 


Mr. Bryce: As far as I know, sir, it was just a straight payment; but I must 
check myself again on that. I think it was an ordinary cash payment. 


Mr. FRASER: Or was it just interest. 

’ The CHAIRMAN: Are there any further questions on this section, gentlemen? 
Mr. BROWNE: I would like to ask a question on the next paragraph there. 
The CHAIRMAN: You mean on section 14? 

Mr. BROWNE: 13, the next paragraph, under 13. 
The CHAIRMAN: Oh, yes. 


By Mr. Browne: 


Q. I think I asked about this once before, the suggestion was that these 
figures here from the various provinces represent the amount which was due 
from the provinces?—-A. If there are any arrears, sir, it would be very small 
amounts. 

@. But should there not be any other comment to say that this amount is 
due on such and such a date?—A. As far as I know there is none, but there 
might be $50 or $75, something like that, that had not been adjusted. It is so 
small that you can regard that as the full amount due by provinces and paid. 

Q. Due or payable?—-A. Due and paid. 


The CHAIRMAN: Now we reach expenditures classified, section 14, 15 and 16. 


By Mr. Fleming: 


Q. On section 14, that goes into this matter of the transfer of defence equip- 
ment to other NATO countries. I would ask Mr. Sellar to what extent the 
material transferred is checked and how close his audit is on transfers of equip- 
ment of this kind; what type of audit is actually conducted?—A. It is a service 
audit, it is equipment. 

Q. How is it handled, is all the equipment checked, or how do you check 
it?—A. Oh no, they list everything. As a rule this was the equipment for 
one division. In one case it was anti-aircraft guns, but it was all the equipment 
for one division; and there is a list there of what is supposed to be the 
equipment for a division and these are checked up the one against the other 
and a value put on them. 

Q. But as to the physical articles—the material; is there a joint check 
made on behalf of Canada and the recipient country, a simultaneous check?—A. 
I can’t tell you that, sir. 

Q.. Well then, on the other point, putting a value on the articles or material, 
how was that value set; how did you check it?—-A. We did not check it. We 
took the vocabulary rates fixed by the army themselves, it was all army stuff, 
and we use their vocabulary price rates. I imagine they do too—and total it. 


Mr. Bryce: In general terms, this equipment is valued at the cost of 
replacement; and in some cases where it is a standard item in production it is 
the vocabulary price; but if it is used equipment, it will be necessary to make 
some allowance for depreciation; if it is obsolescent equipment we have to 


24 STANDING COMMITTEE 


make some allowance for obsolescence. Broadly speaking, the basis is to 
value it at the cost of replacing it with a suitable allowance for pilseaeee te 
and obsolescence. 


By Mr. Browne: 

Q. As a layman, might I ask the meaning of ‘‘vocabulary cost’”?—A. It 
is peculiar to the army. You and I call it a price list but they call it a vocabu- 
lary list. 

Mr. FLEMING: Can Mr. Bryce add ene about the equipment transferred 
to miscellaneous fund in Canada between Canada and the recipient country? 


Mr. Bryce: I am sorry, I do not know the procedure they have for check- 
ing up. When these were authorized and come up for authorization there 
was a detailed list of the items of equipment, but what procedure is used about 
checking the actual transferred goods against it I do not know. 


The CHAIRMAN: You understand, we are dealing with the audit and not 
the checking of the amounts. Mr. Sellar nor Mr. Bryce can be asked to give 
us details on that. 

Mr. FLEMING: I think there must be a method of checking the actual 
physical material that is passing into the over-all audit at some point. The 
audit takes something for granted in working on this account, I would think. 
My next question is this: has there ever been any question raised—perhaps 
I ought to ask this of Mr. Bryce—as to the amount or quantities of material 
or articles transferred? 

Mr. Bryce: Not that I recall, sir. Where countries questioned whether 
in fact they get all that we had said they were going to; certainly there was 
no question that is substantial enough that I have heard of. There might have 
been questions of detail as to whether the list contained 25 of a certain 
item and in fact they had got 24, 23 or 26, and I probably would not hear of it. 


Mr. FLEMING: You would know, I take it, in your position, Mr. Bryce, if 
there were any major discrepancies, would you? Would they report it to you 
or report it to the Department of National Defence? 

Mr. Bryce: It would be the Department of National Defence or the External 
Affairs Department. 

Mr..FLEMING: Well, if we asked now for information about discrepancies, 
either major or minor that have arisen in the course of discussions between 
Canada and the recipient country, would you be in position to obtain that 
information? ; 

Mr. Bryce: I think it would be better, sir, if perhaps the secretary of the 
committee obtained it directly from the Department of National Defence. 


The CHAIRMAN: But at this moment, if you do not mind, Mr. Fleming, 
we are working with the Auditor General’s report and the auditing. We can 
hold him responsible for his audit but not any physical check of the merchandise. 
Later, if you apply for it when we get to another part of the public accounts 
themselves, then it might be proper to get the officials of the department 
concerned to be asked that. At this moment I think we should limit our 
questions to what is actually pertinent to his functions, the work of the 
Auditor General and matters which may come under the purview of the 
Department of Finance and that are interrelated but as to the actual check 
you might make it a point at a later date vanes we go on in the public 
accounts to refer to that. 


By Mr. Fraser: 
Q. Mr. Chairman, this $175,532,000 which, at the year end was not an 
actual expenditure, where does that go to? That is in 14.—A. You want the 
countries? 
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Q. I just wondered where it went to.—A. Well, the account is divided 
as follows—are round figures good enough? 
: Q. Yes.—A. Belgium $57 million; Netherlands $57 million; Italy $50 mil- 
lion; Luxembourg $675,000, and then there is $31 million to various countries. 
I have not got that broken down, and that totals around $190 million, say 
about $194 million. 


By Mr. Browne: 

Q. But to replace there is another fund created of $175 million?—A. No, 
as I say, that comes to roughly $194 million. In the year $19 million worth 
of supplies were procured by National Defence replacing those. Therefore, the 
net amount is $175 million and that, by the special legislation that parliament 
enacted a couple of years ago for this purpose, sets up a special account in 
Consolidated Revenue Fund so that those costs can be paid out of it when 
the replacements are secured. 

Mr. FLEMING: When we vote $2 billion to the Department of National 
Defence, to get the complete picture on expenditures of that department you 
should add to it, I gather then, a sum equivalent to the value of this equipment 
transferred to NATO countries if the department is permitted to purchase 
material to replace that? 

Mr. Bryce: Well, sir, there is an accumulated balance in that account 
available for expenditures. The original amount was $300 million that was 
provided in the Act in 1950, and there have been items in the estimates since 
that time authorizing supplementary amounts to that. Now, of course, one 
has got to take the balance, during the year in question, as Mr. Sellar pointed 
out, there was $195 million put into the account and about $20 million utilized 
out of it. During the fiscal year that has just closed now, there were further 
transactions both in and out. 

I am sorry I cannot tell you what the balance is at the present time but, 
as you say, to get an idea of the funds available to the Department of National 
Defence for expenditures it is necessary to bear this account in mind as well 
as the other. 

Mr. FLEMING: It is in addition; in other words, there is authority in the 
Department of National Defence to expend, say, if the figure is $300 million, 
that amount of money without direct parliamentary vote? 

The CHAIRMAN: There was.a parliamentary vote at one time. 


The WITNESS: Parliament voted the $300 million. 


By Mr. Fleming: 
Q. But expenditures year by year in and out of that?—A. It is a continuing 
thing. 
Q. Which may be made, you might say, without a parliamentary vote? 
—A. Yes, that is right. 


Mr. Crouu: That is for mutual aid? 
The CHAIRMAN: Replacement of the material given for mutual aid. 


By Mr. Croll: 

Q. But that is under mutual aid for NATO?—A. It is mutual aid for 
NATO with the Department of National Defence being able to get new modern 
equipment for equipment they have. 

Q. But what I had reference to was the question of Mr. Fleming that 
that item has been on the floor of the House many, many times. I have heard 
Mr. Pearson refer to it and I have heard the Minister of National Defence 
refer to the item of mutual aid under NATO many, many times, so that it is 
not a matter of not coming before parliament. That was my point. 
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Mr. FLEMING: I think Mr. Croll is a little at cross-purposes on this, Mr. 
Chairman. The point, as I understand it, that we have cleared up is this: 
if there is $300 million in that fund it was voted there once by parliament, we 
will say, in 1950. Well, that is the equivalent of a revolving fund and if that 
money goes out in 1951 the Department of National Defence has authority 
without any further vote of parliament to expend $300 million in replacing 


equipment which has been given to NATO countries. And that does not 


enter into the $2 billion aid that parliament is being asked to vote so that 
if the figure were actually $2 billion and the other one exactly $300 million, 


what the Department of National Defence could expend this year would be — 


$2,300,000,000. 

The CHAIRMAN: That is right. I think it is the words ‘lack of control by 
parliament” that Mr. Croll objected to. The control of parliament came when 
the $300 million was voted to replace what we gave to NATO, but you are 
right to say that $300,000,000 is in excess of the regular expenditure. 


Mr. FLEMING:, When we talk of expenditures that that department can 
make, you have got to add this figure to the vote this year by parliament? 

The CHAIRMAN: That is right. Item 15? We will go on, then, to 16. At 
the top of page 6, Canada Shipping Act, chapter 34, 1944. 


By Mr. Cavers: 

Q. Mr. Chairman, in regard to the Canada Shipping Act, would the sug- 
gestion of the Auditor General be that the levy on ships coming in should be 
_ doubled to take care of the deficiency here? Actually it is providing medical 
service for men who are engaged on shipping companies’ vessels. Has any 
further consideration been given to that?—-A. My place, sir, is not to make 
policy suggestions to this committee. I am simply drawing to the notice of 
this committee that years ago parliament passed a certain Act which apparently 
was then designed to make this service self-supporting. . With the passage of 
time it is no longer self-supporting and I am bringing that to your notice. If 
you think it should be increased or otherwise, that is policy; I am simply bring- 
ing the situation to you. 


Mr. GIBSON: Where you say 305, where could we find that section 305? 

The CHAIRMAN: In the Canada Shipping Act. | 

Mr. BROWNE: Would it not be a good idea to make a note that consideration 
be given to the increase in the rate so that it will be self-supporting? 

The CHAIRMAN: The note will be taken. 

Mr. Gipson: Freight rates must have quadrupled since that time. 

The CHAIRMAN: I suppose when we go into that we should have the witness 
from the department to give us an idea why it has been changed? 

The WitnEss: If I might interrupt, that is what I was going to suggest to 
you because the ocean-going vessels are self-supporting; it is the coastwise ships 
where you are taking a loss and, therefore, you have the question of Canadian 
policy involved there and you should have a departmental officer to give you 
information on that. 


Mr. FLEMING: It is the Department of National Health and Welfare. 


By Mr. Kirk: 

Q. Before we leave that, this is not a case of all the small fishing boats 
that pay that fee, is it?—A. There are roughly 4,500 small coastwise vessels 
which collectively have a crew of about 18,000. It is the local shipping and 
that is the problem you have to consider, sir. 


The CHAIRMAN: Now, the Cold Storage Act, chapter 25. 
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By Mr: Fraser: 

Q. In regard to this, the last paragraph of that chapter in regard to insur- 
ance, I take it from this that if a cold storage plant is insured and goes up in 
flames, the owners get the insurance money. Then they rebuild.and can start 
in again and get their 15 per cent right off the bat. Is that right—and they 
also have the insurance money’?—A. Not if the same people rebuild, but if they 
change their organization they can start off qualified for 30 per cent. However, 
sir, might I draw to your attention that in the Speech from the Throne this. 
year there is notice that there is to be legislation in regard to the Cold Storage 
Act and this sort of thing may be covered by that. 

Q. That might clear this up?—-A. I do not know, but it might. The govern- 
ment has given notice of legislation. 


The CHAIRMAN: Item 19, Civil Service Superannuation Act. 


By Mr. Fleming: 


Q. Mr. Sellar, in this item you have adopted a policy of dealing with a 
particular case?—A. Yes, sir. 

Q. What about the position of the superannuation fund in general? Are 
you in a position to make any comment on this question?—-A. I do later on, sir. 


By Mr. Browne: 


Q. I notice that an employee has been taken from the government of 
Manitoba for the use: of services. In what department was he taken on?— 
A. He was employed by the Department of National Health and Welfare. 

Q. In the Manitoba government?—A. No, in Ottawa. I do not know the 
name of the department he was in for Manitoba but here he was employed 
by National Health and Welfare. My point is simply that here is a man who 
is acquiring superannuation status for the same period of time from two 
governments. That is the only point but I thought you should know about it. 

Q. He was getting $6,996 from the government of Manitoba?—A. He was 
getting $6,900 from the government of Manitoba. He was paid at the rate of 
$9,000 odd by the government of Canada so he netted about $2,400 and the 
rest went to the government of Manitoba to reimburse it for its payments to 
him as he was still employed by it. He is now employed solely by the govern- 
ment of Canada and his salary last year was $9,000. 


‘The CHAIRMAN: Would Mr. Bryce care to comment? 


Mr. BrycE: Well, sir, I noted this case when I received the Auditor 
General’s report. I sent for the papers on it but I am sorry that today I have 
not yet received them. My recollection is this was a legal problem and that 
the officer, once he became a public servant of the government of Canada, 
had the right under the Superannuation Act to elect to count his earlier service— 
and it was a question of the provisions of the law making it possible for him 
to do so. I would have to look further into the papers I had prepared at the 
time to see whether there was any opportunity to avoid this. I think the 
problem arose from the provisions of the Act itself rather than from any 
deliberate decision. 


Mr. Browne: Is there provision that a man coming from the provincial 
service into the federal service may by a ruling of the federal government 
have his past time in the provincial service taken into consideration? 

The WITNESS: Well, the problem, sir, was that the lawyers held that 
the period during which he was on loan here, counted legally as a period of 
service in the public service of Canada under the provisions of the Superannua- 
tion Act. 
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The CHAIRMAN: For all. the period that he had been working on loan in 
Ottawa. 


Mr. BROWNE: He is employed by the federal government but drawing a 
pension from the Manitoba government. 


Mr. BRYcE: Whether he is drawing a pension from the Manitoba government 
I do not know— I presume he may be. 

I think that while this is a question of policy it is a proper thing for the 
Auditor General to draw attention to; and when the Superannuation Act 
comes up for review it is a matter that might very well be borne in mind. 


The CHAIRMAN: Item No. 20, Defence Appropriation Act. 
Mr. BROWNE: This is the $300 million again. 

Mr. FLEMING: Yes. 

The CHAIRMAN: Item No. 21, Prairie Farm Assistance Act. 
Item 22, Public Works Act? 


Mr. FLEMING: On item No. 22, Mr. Chairman, the Auditor General has 
given two instances here as I understand it, in connection with votes 296 and 
297. He says “... the sum involved in extras was so substantial as to give rise 
to a question of power to proceed without again inviting tenders.” 


Mr. Sellar will correct me if I am wrong, but the contracts were awarded 
in compliance with the Act. After the tenders had been properly called, in 
the course of carrying out of the work some extras were added. Those extras 
were of substantial amount—well over the $5,000 statutory figure—and in 
those cases the extras were approved and added to the contract without any 
calling of tenders. Is that the gist of it? 

The WITNESS: Not exactly, sir. | 

Let me take them in turn. First the Jdliette building. Tenders were 
called and the Governor in Council awarded the contract to the lowest bidder. 
Three bidders put in bids and the low man was given the contract. After 
the work started the unemployment insurance people asked for double the 
space that was going to be allotted to them and the R.C.M.P. asked for space. 
The result was—and I have the figures here—the dimensions were to be 
147,000 cubic feet in the first place but these additional requests necessitated 
a building of 291,000 cubic feet. 

Therefore, public works negotiated with the low contractor and they 
negotiated well. I am not reflecting on Public Works negotiations at all. 
They tried to make a good deal and I think they did, but it seemed to me 
you had really a brand new structure—you had one double the size. Therefore, 
in the ordinary case you might say it was a new job and I thought I should 
bring it to your notice. 

The second contract was at Fort Erie. They started on the foundations 
but the Post Office asked for more space and they had to revise all of the 
plans. Public Works went back again to the low bidder who was awarded 
the contract—and I might say the low bidder’s price was $49,000 and the 
next man was $63,000 so it was a close price. When it came to this new design 
he asked $95,000 for the whole job and the department argued with him and 
brought him down to about $90,000. So, I think in both instances Public 
Works carried out good negotiations but it just seemed to me that perhaps 
_ there was something that the Act required which was not done—so I am 
bringing it to your notice. I am not worried over the departmental applica- ~ 
tion of this at all. 


Mr. BROWNE: Mr. Chairman— 
The CHAIRMAN: Are you changing the subject? 
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By Mr. Browne: 

Q. No, I am going on with it. 

May I refer the Auditor General to I think it is page V-20, Joliette public 
building, Department of Public Works, where the vote is given here as $190,000. 
That $190,000 for that year was intended for that public building?—-A. Yes, 
sir. 

Q. Then the contract was $179,482, is that right? In other words, less 
than the $190,000?—-A. Yes, sir. 

Q. But it was found that they needed more space so the offer of $365,000 
was accepted but there was no vote for that?—-A. It was not finished. 

Q. We will have to vote more money this year—or was it done by supple- 
mentary estimate at the beginning of the year?—-A. It may have been, I will 
have to check on that. 

Q. It shows that $367,000 has been paid—which is more than the vote?— 
A. You have to bear in mind this job was started in 1949. 

Q. I beg your pardon, I think it says the contract was for $367,000?— 
A. I will get you the particulars of that, sir. 

Q. And can you do the same thing about Fort Erie. The same difficulty 
is there—the whole thing is larger than the amount voted?—A. Yes, sir. 


By Mr. Fleming: 


Q. What in general is the practice of the Public Works Department in 
those cases? Are these two rare and exceptional cases?—-A. These are quite 
exceptional. 

Q. Even in cases where it is not a fundamental change in the structure of 
a new building for which tenders have been called, we will say, the matter 
of extras might not in itself be of major importance but nevertheless might 
be more than the $5,000. There is no practice of calling for tenders ever is 
there?—A. No, but they go to the Governor in Council for authorization. 


The CHAIRMAN: It will have to pass the Treasury Board? 


The WITNESS: There is control over the administrative application. There 
would be no use calling for tenders when you have a contractor on the job 
because he can be the low.man always. Your engineers, if they are competent 
and on the job, will see that he is not charging you too much for those extras. 


By Mr. Fleming: 


: Q. Those two cases, votes 296 and 297, I gather, were not before Governor 
in Council?—A. Oh, yes, the Governor in Council approved these. Tenders 
were not called but they were before Governor in Council. 


Mr. BROWNE: You will get that information? 
The WITNESS: Yes, sir. 


The CHAIRMAN: The next section, statutes regulating works’ and supplies’ 
procurement, items 23 to 25, inclusive. 


By Mr. Fleming: 


Q. There is a point on item 23. The Auditor General sums it up in the 
last sentence: “To rely on holdbacks under one contract to protect the 
interests of the Crown and workmen under another is unusual.” Well, Mr. 
Sellar, is it not more than unusual? Is it not a failure to comply with the 
requirements of the Act?—-A. This is the only case, sir, that I noticed. It 
was in connection with the tunnel under the Lachine Canal at Montreal. 
The extra building was a small job, a $55,000 building for administrative 
purposes. The main contractor had the whole thing, a big company, quite 
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safe as far as it goes, but I thought as a matter of good administration that 
I should just give a little publicity to a minor omission by the department 
and they have taken notice of it. 


Mr. FLEMING: Verbum satis sapientibus. 
The CHAIRMAN: Item 24. 


By Mr. Browne: 
Q. Was that not before the House last year?—-A. Yes, sir, it was increased 
to $15,000. 
Q@. There was no figure actually mentioned last year, but there was a 
compromise made. That $15,000 was not there?—A. It is in the legislation now. 


The CHAIRMAN: Item 25. 


By Mr. Fraser: 

Q. On item 25, what was Mr. Sellar’s reason for bringing this out? Was 
it the fact that the contractors were not held to their contracts?—A. The 
reason I brought that out, sir, was because while a contractor for works 
must give a security for performance of his contract, yet there was no obliga- 
tion, has never been an obligation to give security for the performance of a 
contract for the production of supplies. Therefore there was no security given 
in either of these cases. Under the Financial Administration Act there is 
power there to make regulations governing this and I was told the other 
day that regulations are to issue within the next few days covering this 
point. I have not seen them. 

@. Then the contractor for supplies will have to put up a bond?—A. For 
the performance of his contract. . 

@. For a percentage of his contract?—A. As I say, I have not seen the 
regulations, but I understand that is the intent. 

The CHAIRMAN: Veterans’ Land Act, sections 26 to 29, inclusive. 

Mr. BROWNE: Mr. Chairman, why does Mr. Sellar publish this here? 

The CHAIRMAN: What paragraph are you talking about? 

Mr. BROWNE: Paragraph 26. 

The WITNESS: The point is in paragraph 27, sir, last sentence: 

While the director is declared to be, by the Act, a corporation sole, 
all moneys involved are drawn from Consolidated Revenue Fund; there- 
fore if the real intent of parliament is that “cost to the director” be 
synonymous with cost to the Crown, an anomalous situation exists with 
respects to the director’s land acquisitions in this irrigation area. 


Because the Department of Agriculture spent money on this development and 
the director has not taken that into calculation in applying the Veterans’ Land 
Act. Paragraph 26 is really introductory. 


The CHAIRMAN: The next section, War Service Grants Act, paragraph 30. 


Mr. FLEMING: I wonder, Mr. Chairman, if you should not give that, or 
mark it at least for further consideration, the final paragraph in section 26. 
I take it, Mr. Sellar, that is in the category of matters you are calling to our 
attention. It may become a question of policy, but you are simply drawing 
attention to it? 


The WITNESS: Yes, I thought there should be something in there for the 
veterans. If a fellow logs trees off his land he should be able to get something 
for his labour. If he sells gravel off his land, and he loads it, he should get some- 
thing for his labour, but as the Act now reads the poor fellow is not legally 
entitled to keep any. I think that sometime when you have that Act open you 
should give him a break. 
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The CHAIRMAN: We.will take a note of item 28 and if necessary call 
witnesses. 


Mr. FLEMING:If we are going to call someone from the Veterans’ Land 
Administration, I suggest including paragraph 29 in it is as well. There is a 
point raised there, also. 

The WITNEss: It is a matter of statute. 


The CHAIRMAN: Would you enlarge on your question for the record, Mr. 
Fleming? 

Mr. FLEMING: All I am mentioning about paragraph 29, without going into 
it now, is that there is a point there we might as well concern ourselves with if 
we intend to have a witness come here later from the Veterans’ Land Admini- 
stration. The Auditor General has called attention to a subject here in para- 
graph 29 which we might well concern ourselves with. 


The CHAIRMAN: It was just to get clarification into the record. I wanted to 
get the clarification in so that if anybody bothers to read they will know what 
you are referring to, as they will not.in general have the Auditor General’s 
Report beside them. 

War Service Grants Act, item No. 30. 

Mr. BROWNE: These four cases that you refer to, are these typical cases? 

The WITNESS: They are not a great many cases, sir. These are selected 
cases, because they happen to illustrate the situation pretty well because of 
their unusual characteristics. There are always a certain number of these cases 
arising and I honestly believe you might reasonably consider your legislation in 
this regard. It is pretty wide open now. 

The CHairRMAN: Are we agreed that we are through with item 30? 

The next section deals with year-end charges to appropriations. 

Mr. FLEMING: I wonder if this would be a good place to adjourn, Mr. Chair- 
man, for the day. We have already covered 30 items today. 

The CHAIRMAN: It is quite agreeable to me. We have covered one-third of 
the Auditor General’s report. 

Is it agreed that we have a meeting on Thursday afternoon at 4 o’clock? 

Agreed. 


The meeting adjourned. 
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MINUTES OF PROCEEDINGS 


Room 430, 
THURSDAY, May 22, 1952. 


The Standing Committee on Public Accounts met at 4.00 o’clock p.m. The 
Chairman, Mr. L. Philippe Picard, presided. 


Members present: Messrs. Anderson, Ashbourne, Browne (St. John’s 
West), Cauchon, Cavers, Croll, Denis, Fraser, Fulford, Harkness, Helme, Jutras, 
Kirk (Digby-Yarmouth), McCusker, Pearkes, Picard, Robinson, Stewart 
(Winnipeg North), Wright. 


In attendance: Mr. Watson Sellar, Auditor General, and Mr. R. B. Bryce, 
Assistant Deputy Minister of Finance. 


The Committee considered the Auditor General’s Report for the year ended 
March 31, 1951. 


Messrs. Sellar and Bryce gave answers to questions asked of them at the 
previous meeting. 


Mr. Watson Sellar’s adjourned examination was resumed. 


Mr. Bryce was heard briefly on specific questions arising out of Mr. Sellar’s 
examination. 


And the examination of Mr. Sellar still continuing, the said examination 
was adjourned until the next meeting. 


At 5.45 o’clock, p.m., the Committee adjourned to meet again at 4.00 o’clock 
p.m. on Tuesday, May 27, 1952. 


ANTOINE CHASSE, 
Clerk of the Committee. 


33 
58434—14 


EVIDENCE 


May 22, 1952. 
400 p.m. — 
The CHAIRMAN: Gentlemen, we have a quorum. 
Before we start Mr. Sellar will bring in some answers to questions asked 
at our previous meeting. 
Will Mr. Bryce please step forward to the table also? 


Mr. Watson Sellar, Auditor General of Canada, called: 


The WITtNEss: Mr. Chairman, Mr. Johnston asked at the last meeting about 
the distribution of the prize money. In 1950 an Act was passed directing that 
68 per cent be paid over to the Canadian Naval Services Benevolent Trust 
Fund and 32 per cent to the Royal Canadian Air Force Benevolent Fund. Up 


to the 3lst of December last $1,760,267 had been paid to the Naval Service trust 
fund and $828,362 to the Royal Canadian Air Force fund. 


By Mr. Croll: 


Q. Mr. Sellar, is that an accumulation of war prize money?—A. That is 
an accumulation of prize money from Canadian seizures plus the share Canada 
received from the United Kingdom. 

Q. How long?—A. Up to the end of that period. There may be still more 
money coming from the United Kingdom. 

Q. It seems like quite a sum?—A. It is quite a sum. 

The second question was asked by Mr. Fleming with respect to the number 
of cheques of $100,000 and over that were issued. I thought there was a list 
kept by Treasury but there is no list, so I had my men make a check of the 
vouchers the Department of National Defence paid in the last month of the 
year. There were 270 cheques of over $100,000. I think Mr. Fleming was 
particularly interested in National Defence. 

Mr. RoBINsoNn: 270 in National Defence? 


The WITNESS: In National Defence in the month of March plus the tail-end 
into April. 

The third question was asked by Mr. Browne who wanted the full expendi- 
tures by years on the Joliette public building and the Fort Erie public building. 
I have here a tabulation which I suggest be placed on the record. 

The CHAIRMAN: You might read it. 


The WITNESS: 


JOLIETTE PUBLIC BUILDING 


Fiscal Year Vote No. Expenditure 
1948-49 335 $. 57 00 
1949-50 334 5,323 05 
1950-51 296 52,552 69 
1951-52 343 286,298 93 
1952-53 _- 338 tees 

$344,231 67 
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FORT ERIE PUBLIC BUILDING 


Fiscal Year Vote No. Expenditure 
1949-50 icant Obs boa" ne $ 17,523°66 
1950-51 297 78,191 34 
1951-52 — 3457 - 56,541 10 

$152,256 10 


There is a vote in the current year for Joliette to finish it off but no 
expenditure has yet been made. 

The CHARMAN: Now, I think Mr. Bryce has answers to some questions 
that were asked at the last meeting? 


Mr. Bryce: Mr. Chairman, I was asked about the payments by Czecho- 


Slovakia on its loan and by China on the loan it received, under the Export 
Credit Insurance Act—and the terms of settlement of the claim on the U.S.S.R. 

In regard to the Czech loan I was asked whether the payment on it had 
been made from funds obtained in the normal commercial manner. That is 
the case. Czechoslovakia paid its loan out of ordinary funds obtained through 
the purchase of ‘Canadian exchange. 

Secondly, in regard to the U.S.S.R., terms of settlement of the claim, with 
U.S.S.R. were agreed on in an exchange of notes of August and September, 1950, 
which I understand were tabled in the House in February of last year. 

This is the claim to which the Auditor General refers somewhere in 
paragraph 13—right at the bottom of paragraph 13. I might say this provides 
for the payment of the claim as a whole—the principal amount in five instal- 
ments—on the 30th of June, 1953, 31st March, 1954, the 31st of December, 1954, 
the 30th of September, 1955 and the 30th of June, 1956. 

Interest is payable at the rate of 2 per cent per annum on the unpaid 


balance of the debt calculated from the lst of July 1950. That is roughly the” 


date on which the negotiations were coming to a conclusion and the interest 
prior to that date at three-quarters of 1 per cent, reckoned as appropriate to a 
short term debt was capitalized. 

Those documents were tabled and I presume that unless you want them 
there is no need now— 


The CHAIRMAN: No. 


Mr. Bryce: Finally, I was asked about the payment by China of the loan 
under the Export Credit Insurance Act. The Auditor General has noted the 
payments of interest. I am not sure, sir, whether that item was intended to be 
all interest or some principal and he noted that—the government of Canada 
had agreed to defer to December 1952 some of the interest maturing after 
December 31, 1950. 

I was asked about the series of payments made by China in that fiscal year 
and whether they had utilized for those purposes all the assets that were avail- 
able to them here. They made payment in that year of those amounts that 
the Auditor General notes as interest—$1,702,000, and they made payment of 
$756,557.34 on principal. Part of the payments were made an account that 
they held, or that was held by the Chinese government supply agency, with the 
Imperial: Bank of Canada under a letter of credit in favour of the Canadian 
Commercial Corporation, which had been arranged for the purchase of certain 
supplies which, owing to the changed circumstances of China they could no 
longer secure and export. By negotiation it was arranged they would apply 
those funds toward the payment of the amount due under their credit agree- 
ment. 

Nee amount was obtained, $120,000 odd, from the Canadian Commercial 
Corporation, which was a balance that was being held by the corporation for 
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the account of the government of China against certain orders for purchases 
which they were trying to make and which could not be carried through because 
of the changed situation in China. 

Finally, the government accepted title to certain items which the govern- 
ment of China had purchased out of the credit and which again, because of the 
changed circumstances in China, they could not export to the Chinese mainland 
and the government accepted title to those as payment against the loan. 

Some of these items were bridge spars, some of them were ammunition, 
and in those cases ultimately some loss was realized in the disposition of this 
material. But it was felt that it was as good a recovery as we could get in 
the circumstances. 


Mr. FRASER: What was the amount? 


Mr. Bryce: The amount obtained—I can’t give you the amounts realized 
from the information I have here. 


Mr. FRASER: Well, the “total amounts and then what was written off, that 
would be the easiest way to get it? 

Mr. Bryce: The amounts written off, sir, were not written off formally. 
It was agreed with the government of China that the payment of them would 
be deferred to December 1952. The amounts are given in the report of opera- 
tions under the Export Credit Insurance Act, Part II, which has been tabled in 
parliament last year and this year. The whole situation is set forth in there 
as regards the amounts owing and paid and that is already available and I just 
thought it ws unnecessary to put it in the record again. 

Mr. PEARKES: Were any of those connected with the Ming Sung Company? 

Mr. Bryce: No, sir, the Ming Sung Company was a guaranteed loan. 

The CHAIRMAN: Does this complete the answers? 

Mr. Bryce: Yes, sir. 


The CHAIRMAN: Now, gentlemen, we are on paragraph 31, year-end charges 
to appropriations on page 11. 


By Mr. Fraser: 


Q@. May I ask Mr. Sellar about that case 1 in there regarding the Quonset 
type huts. Would the treasury officers have to O.K. those? They would have 
to O.K. those before it was put through or after it was put through?—-A. They 
would have to reserve funds when the contract was awarded and before they 
could make the payment the Consolidated Revenue and Audit Act required 
that a certificate be given by the department that it had received the materials, 
that they were in accordance with contract and that the sum was legally due 
and payable. 

Q. Despite the fact that the Governor in Council had not given consent?— 
A. There is no obligation for an approval of the Governor in Council generally 
for the purchase of supplies. In this case and in case 2 there was such a provi- 
sion in what was then the Defence Supplies Act which has since been replaced; 
but it provided that the minister without the approval of the Governor in 
Council may enter into a contract if in the opinion of the minister the contract 
must be entered into immediately in the interests of defence. 

Q. But this is one where the huts were to be stockpiled?—-A. But it was 
regarded as coming within the ambit of the Act. That is why I am bringing it 
to your notice. 


By Mr. Pearkes: 
Q. Regarding case 2, can you say whether those radar sets were obtained 
from Canadian Arsenals or from whom?—A. Case 2? 
Q. Case 2.—A. It was purchased from the Ontario Hughes-Owens 
Company. 
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The CHAIRMAN: Any further questions? 


By Mr. Harkness: 


@. As far as case 1 is concerned, have you any information as to whether > 
the price paid was high or low?—-A. No, that would be a matter that the 
Department of Defence Production would pass on, that the price was reasonable 
when they were contracting. 


Mr. FRASER: This was given without tendering at all? 
Mr. HARKNESS: Yes. 
The WiTNEss: What you would call a negotiated contract. 


By Mr. Harkness: 

Q. In other words, what you are directing attention to is that it was without 
tender and the huts, the Quonset huts were stockpiled so they did not properly 
come under the provisions of emergency purchases?—A. Not quite, the reason 
in bringing it to your attention is only because of the wording in a particular 
section of an Act and I thought you might be interested in knowing the applica- 
tion given to that section. 


The CHAIRMAN: Any further questions? 
By Mr. Pearkes: 


Q. Regarding this radar equipment, I do not know whether the same type 
of equipment is made in the Canadian Arsenals which is a Crown corporation 
and I am surprised to hear you say that tenders were not called, that we went 
to an outside firm rather than going to a Crown corporation?—A. You would 
have to ask somebody who knows about that. I was interested simply on 
account of it stating, as I said here, that the delivery must be not later than 
March 15, 1951. There has been no provision made in the 1952-53 year to 
cover this. That is the reason I am drawing attention to it. It is a year-end 
charge. | 

The CHAIRMAN: If there is anything in this that you want to ask any 
questions about at a later date, you might take a note and when we are through 
with the auditor’s report it will be in order to ask questions if the committee 
still wants to sit. 


By Mr. Pearkes: 
Q. I think Mr. Sellar said definitely that they went to an outside firm?— 
A. Yes. s 
The CHAIRMAN: But I mean if you want to pursue it further after we are 
through with him, we will be open for other work if it is not too late in the 
session and you can ask for a witness. I gave that undertaking the other day 
so you might make a note of the paragraph and move for it after we are through. 


By Mr. Harkness: 

Q. Now, case 3 is an example of exactly the same thing except in this case 
there could not ‘possibly, I would think, be any question of emergency demand? 
—A. No, the departmental explanation is that they had word that prices were 
going to go up and they thought it prudent to get in a reserve supply. 

Q. A supply of tires?—-A. Yes, it happens that they did not have any 
storage space so they did not take any delivery until after March 31. The Act 
says the goods must be delivered before March 31. That is why I am noting 
it. Strictly speaking, I think they should have charged that cost to the next 
year. 

Mr. FRASER: Well, purchasing like that too would help to put the cost of — 
tires up. : * 

The CHAIRMAN: They would have had to buy them some day, whether a> 
week before or a week after. 
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Item 32, at the bottom of page 11. 
Mr. HARKNESS: Just a minute on 32. 


The CHAIRMAN: I am waiting a few minutes to see if members have any 
questions. 


By Mr. Harkness: 


Q. Well, as I understand this 32, these amounts that you have put down 
here do not, strictly speaking, come within this provision which has appeared © 
for some years now in the defence department estimates that notwithstanding 
section 29 and so forth commitments might be entered into for acquiring larger 
amounts than the sums appropriated. Is that the sense of this?—-A. No, the 
point I am making is this. The accounts were ready for payment. Therefore, 
strictly speaking they should have been paid in that year but they did not have 
enough money. It happened that the operating of this special provision resulted 
in the department at the end of that year not having enough money at the year 
end to liquidate all that came for payment. 

Q. In other words, through the use of this notwithstanding provision they 
had spent more than they were actually entitled to spend?—-A. They had con- 
tracted for more. They did not have the money to pay for it when it came 
in faster than they anticipated. Take the air service where accounts of $4,200,000, 
were ready, $2 million of that is due to the United States government, which 
is a typical example of a commitment that happened to have deliveries made 
faster than they anticipated. 


By Mr. Stewart: 


Q. Was that the reason for it, that deliveries were made faster than they 
normally anticipated?—-A. In that case, yes. 

Q. Thinking delivery might be, say, six months to come across and they 
were in faster than they could take it?—-A. If you take the over-all picture 
of the grants for national defence the answer is yes. Specifically you might 
say there were accounts there that were anticipated and should have been 
paid, but if you take the over-all picture it was deliveries coming faster than 
they had been anticipated. 


The CHAIRMAN: Section 33. 


By Mr. Stewart: 


Q. We are dealing with payments and tax deductions from the pay of army 
service personnel. Why were they not remitted?—-A. Because their accounts 
were not in such shape that they knew what to pay. 

Q. But aren’t the accounts made up at the end of each month?—A. No, sir, 
not in the pay corps. They do not bring their accounts together at the end of 
each month; they are considerably in arrears now. That is our worry. 

Q. Well, how do they do it? I just do not understand why they should be 
three months in arrears. I gather the men are paid on time?—A. It is a deduc- 
tion from the source. 

Q. Yes, I know.—A. Not only is it a deduction from the source, but under 
the legislation of last year no service man need make any income tax return at 
all. The deduction from source is taken as the payment of income tax. 


By Mr. Fraser: 


Q. Even if he had a private income?—A. If he has a private income of 
over $50 he must, but I am thinking of the chap Mr. Stewart is thinking of. 


By Mr. Stewart: 


Q. Let us take Shilo Camp. Pay is issued there and deductions are made 
for income tax. Now, what happens to these deductions?—-A. Those deductions 


40 | ‘STANDING COMMITTEE 


are to be reported to the Maule in Ottawa and payment made to cone y 


Tax. 
Q. But that Maroney is not done?—-A. And it was not done. They were 
three months in arrears at last year end; they are further in arrears today. 
Mee CROLL Why? 
The CHAIRMAN: When you say “remit” you mean “remitted to Income 
ax 


The WITNESS: Yes. 


By Mr. Stewart: 


@. Surely at the end of January they would know what they paid out to 
the men? They know the balance they have in the bank account for income 
tax. That cheque should be remitted within a month or is there some difficulty? 
—A. It has not been. That is why I am referring to it. 


By Mr: Croll: 


@. It was not what?—A. It was not remitted to the Income Tax people. 

Q. And you report that to us in this and now you say even today they are 
in arrears again?—-A. They are still in arrears. 

Q. Aren’t they paying interest to the Income Tax people?—A. No, sir, 
because as far as the government is concerned the man had paid. 

Q. I see what they are doing; it is a matter between the two departments? 
—A. It is a clearance between one department and the other. 


@. As far as the individual is concerned it is a plague on both their houses? 
—A. Yes. 


? 
By Mr. Fulford: 


@. Have you any recommendations to bring this up to date?—-A. We have 
been pressing the department that they should study the situation very care- 
fully. That applies, sir, not only to income tax but to their superannuation 
account. If a chap resigns he has some credits. It may take several months 
before he gets his money back under the present system. I do not think that 
is fair. I think when a fellow is legally qualified he should get his money 


very quickly so I do not think the situation is fair; this system is founded on 
World War I. 


By Mr. Wright: 


Q@. What would happen if a commercial firm failed to send in their 
collections by way of deductions?—-A. That is different, sir. 
Q. Why should it be? 


Buc Mr. Harkness: 


Q. The total result of this is that at the end of the fiscal year the Depart- 
ment of National Defence had $550,000 more on hand than they really should 
have had and that constituted part of this underfall discovered in their ex- 
penditures.—A. I do not know about that, but it is money that should have 
been shown as income tax department revenue at the end of the year but it 
was not. 

Q. And seeing it was not, it also constituted part of the $300 million which 
the Department of National Defence had on hand which they had not appro- 
priated last year.—A. It forms part of the residue in their vote. 


By Mr. Stewart: 


Q. Have you made any recommendations to clean this matter up? I should 
think three months is far too long a time for these deductions to be outstand- 
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ing.—A. I feel that way, sir, and last November I drew it specifically to the 
attention of the department and I know that they brought from the west a 
senior officer, an experienced accountant, to seek to improve the system, and I 
know that he has been working very hard on it. I think he is a colonel or a 
major. When he was talking to my supervisor the other day he was very 
hopeful as to the over-all position but he has not brought everything up to 
date and that will take a little time. 

Q. Do you think that if you fired a few paymasters that would help?— 
A. I do not know, sir. You are getting into a broad question. 


Mr. CrRoLL: They would be very mad at you if you fired the paymasters! 
The CHaiRMAN: Item 34, works improvements involving joint participation. 
Carried. . 


Contributions to municipal works, items 35 and 36. 
By Mr. Harkness: 


__ Q. Why do you bring those particulars to our attention?—-A. There are two 
different reasons, sir. In item 35, the expenditure in my opinion is quite within 


the powers of the department. I am not challenging that. 

Q. I was wondering whether it was or was not—that is why I asked the 
question.—A. There has been over the years much discussion and legal proceed- 
ings in the United States and in Australia as to the power of the central govern- 
ment to spend money on activities belonging to the state or municipal authority. 
So far as Canada is concerned, that matter came up on the reference that went 
to the Privy Council over the Bennett legislation of 1935, and the Privy 
Council raised the issue then as to the authority to spend on _ such 
things. It came up again when the ¢hildren’s allowance bill was before the 
House and the then Minister of Justice, now Prime Minister, stated his view that 
he considered that it was within the competence of parliament to appropriate 
money for any purpose that it saw fit, but that parliament could not by means 
of such legislation trespass on the local powers of the province. Now, then, 
that is the general picture, but it seems to me, sir, that when in a case like this 
a new work is being undertaken, even though it only involves a petty sum, 
instead of that being charged to a general vote parliament should know of the 
intent to spend on such a work; it might be desirable that it be set out in the 
details. I am talking about the future lest you ultimately get involved in large 
outlays without knowing about it at an early stage. 

Q. In other words, it gets you into the whole general field of Dominion- 
Provincial relations?—-A. It might. That is the whole point to that. I am not 
worried over the small sum involved. The other one involves construction of 
two airports. In both cases the land for the airports was to be acquired by 
the municipalities and the government of Canada agreed to spend a considerable 
sum of money in developing them. The agreement provides that the municipality 
will not sell the airport for any other purpose without consultation with the 
government of Canada. That is the general situation there. 

Q. Not “without permission”, just a consultation?—-A. Now, in 1947 I 
noted in the report to the House of Commons that the Department of Transport 
_ had constructed airports in the state of Michigan, not really airports but landing 
strips, and that the cost was charged to a vote for capital works although the 
title was in the state of Michigan. The department agreed that I was right 
and the following year the minister included in his estimates a special item to 
regularize this and put in a special vote which has been continued ever since. 
Now, it so happens these two particular works are also charged to a general 
vote for capital works belonging to the department. The next vote in the 
estimates provides for assistance by the department, contributions to municipal- 
ities, and it seems to me that these two should have been charged to that 
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particular vote. I think the objects are quite good, I am not criticizing that in 
any way, but only from the viewpoint of parliamentary control of the estimates. 
That is why I included these two paragraphs. 

Mr. BROWNE: Where is the vote in the public accounts? Is it vote No. 500? 

The WITNESS: The vote is under Department of Transport. 

Mr. BROWNE: On page 576. 

The CHAIRMAN: We are switching to public accounts, Mr. Browne. At this 
moment, if you need any information take a note of it and after we are through 
with the Auditor General we can take that up. It was agreed we would go 
through the Auditor General’s report and not dig into the public accounts as 
we go; otherwise we will never finish this, and some members have in mind 
that if we finish this early enough we can call a department. That was the 
agreement. 

Mr. BRowneE: Well, I do not wish to transgress any agreement you made, 
Mr. Chairman. 

The CHAIRMAN: It was not only made by myself, it was more or less agreed 
by everybody at the last meeting. If we go back now to each item in the 
public accounts we will never get through with this part. 


Mr. BROowNE: I do not see, Mr. Chairman, how you can logically “sollow 
that out without consulting the vote. 


The CHAIRMAN: With the information you have now from the Auditor 
General—I thought that he gave quite a realistic picture of what happened. 
Are there any other questions pertinent to the item? 


Carried. 


Grants to fairs and exhibitions, item No. 37. 


By Mr. Harkness: 


Q. Was this overpayment of $1,553 contrary to the vote or contrary to the 
order in council?—-A. Contrary to the agreement. This is just a needling item, 
if I may use the phrase, on the department. They agreed with me privately. 

Q. It does not contravene the vote, it merely contravenes the regulations 
made pursuant to that vote?—-A. This item strengthens the department’s hands 
in dealing with fairs in the future. 

The CHAIRMAN: Are there any further questions? 


Carried. 


Item 38 “Powers of Attorney’’. 
Carried. 


Items 39 and 40 ‘‘Rental payments and office furnishings’. 

Carried. 

Items 41 and 42 “Accounting for international exchange losses’’. 

Mr. HARKNESS: Wait a minute, Mr. Chairman, I did not get over the page. 
The CHAIRMAN: I am sorry. Do you want to go back to item 40? 


By Mr. Harkness: 

Q. Is it under item 40 where there appears one of these cases in which a 
rental agreement was entered into for a building, and the building was not 
occupied? Is that in this item?—A. All three. 

Q. All three of.these cases? I remember that you reported on it previously; 
and what I was going to say was that it seems to me to be a bad practice and 
one which is wasteful of money. In this particular case it would appear that 
$70,000 was expended when no return was had by the people of Canada at all 
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for that expenditure, because they voted this for a building which was not 
occupied. Now, as to your previous recommendation, I do not know when it 
was made, but you have made it two or three times.—A. I made it, in parti- 
cular, regarding a building in St. Catherines. 

Q. Has the Department of Public Works paid any attention to that recom- 
mendation, or have they just continued along as if there was no such thing?— 
A. It is not the fault of the Department of Public Works. It is the fault of the 
departments which ask Public Works to give them space. In this case a rental 
agreement provided that as soon as the building was ready, Public Works would 
be notified and it would put in the partitions. The owner notified Public Works 
that the building would be ready on the Ist of July. Public Works had 
allocated the space to various departments, but they did not indicate to Public 
Works for a considerable time their plan of partitions, etc., which they wanted. » 
That was why the building remained empty so long. While it has nothing to 
do with this item, I believe we have been going to extremes in the Government 
of Canada in providing private offices. I think we will have to do as industry 
does, and go much more into big open offices. 

Q. I think that would be very sound.—A. The usual civil servant wants 
to have a cubbyhole of his own. 


Mr. CROLL: I think he is entitled to it, Mr. Sellar, and I do not agree with 
you in that respect. Consider Mr. Bryce, for example. Should he have to sit 
out in a public office? He has important work to do and he should have an 
opportunity to meditate on it for a few minutes. But, of course, if you are 
referring merely to stenographers, then I am in agreement with you. 

. The WITNESS: That is what I had in mind. When you get down the line 
there is always an urge. I experience it all the time. There is always an urge 
among civil servants to get into a room, each one for himself; and then the 
next step is to get a stenographer and a room for her. 


Mr. RoBINSON: Even a Member of Parliament would like to have a room 
for himself. 


Mr. CROLL: You are treading on toes there. 
The WITNESS: Well, I have been treading on toes all my life. 


Mr. HARKNESS: Most Members of Parliament do not get rooms for them- 
selves, let alone rooms for their stenographers. 


Mr. CROLL: You have some space here now in the new building over on 
Metcalfe street, the Metcalfe Building. That is a modern building. It is well 
laid out and well lighted. On the other hand, you have a great number of 
small private offices for men who are doing important work. I can see nothing 
wrong with that. I do not think they should be sitting out in the open, as you 
have said, and I do not follow you at all. 

The WITNESS: In the Department of National Defence—I do not know 
whether the work is proceeding yet or not—I have a staff of about 15. That 
section has been used as a guinea pig by the Department of Public Works with 
our consent, to see whether or not, by means of some low partitions, we can 
eliminate some private offices and save floor space. They are very congested in 
that department. If that experiment is successful, they intend expanding it 
throughout the wooden buildings. 

Mr. Crouu: I know that in the Income Tax office in Toronto you may walk 
in to speak to an assessor. There are 100 of them on the floor; and there is not 
a chance anywhere of being able to talk to the assessor with your being able 
to hear him and his being able to hear you. So you and the assessor walk out 
to a small office. There are about three of them; and if they happen to be all 
occupied, then you stand around and wait until there is one unoccupied; and 
during that time both of you waste your time. He has important work to do, 
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and your time may be valuable too. Therefore I think that NeeDee who nee 


responsibilities of that kind should have offices to themselves. 

Mr. CAVERS: It is embarrassing to the official too. 

The CHAIRMAN: At which level of the service would you have them stop 
having private offices? 

The WITNESS: There is no level. It would depend on the nature of the 
work and the extent to which they communicate with the public. 

Mr. HARKNESS: I agree with Mr. Sellar’s statement and explanation. I 
think there is a great deal of money wasted by people having private offices 
and over-grown staffs unnecessarily. 

The CHAIRMAN: Just as Mr. Croll said, the lack of offices by certain officials 
may cause annoyance to people. I know that in each city with respect to 
income tax you have people who will come in with problems to discuss; and 
at the very next desk there will be a chap talking to another assessor and they 
can overhear what is being said. Therefore a man finds himself talking in 
public about his own private affairs, and people do not like that. But here in 
Ottawa, if too many clerks of Grade 1 or 2 have private offices, that may not be 

- suitable. But on the other hand, there are a number of men who, even though 
they may not be deputy ministers or the heads of branches, might need to have 
a private office to carry on their work. 

Mr. HARKNESS: As Mr. Sellar has said, it all depends on the job. 


The CHAIRMAN: Yes. But someone would have to determine the question. __ 


Mr. HARKNESS: In this particular case, which of the departments was 
concerned? 

Mr. BROWNE: In which case? 

Mr. HARKNESS: In case three, which is cited. 

The WITNESS: The Department of Indian Affairs. 

Mr. HARKNESS: Perhaps we might get some explanation from the people 
in the department which was at fault, and in that way it might serve the 
purpose of making them more careful in the future. 

The CHAIRMAN: Surely. If you want it, just say so and we will get it. 
What department was it? 

The WITNESS: The Department of Indian Affairs. 


The CHAIRMAN: Do you want to call somebody from the Department of - 


Indian Affairs? 


Mr. HARKNESS: I think we had better wait to see how many meetings we . 


are going to have. I would ask that it be referred to the agenda committee. 
The CHAIRMAN: Item 39, case three, will be the same as the other one 
which was mentioned by Mr. Pearkes; it will be kept for future reference. 
Mr. PEARKES: Case 2, item 31, Mr. Chairman. 
The CHAIRMAN: Yes, case 2 in item 31. It also will be kept for study by 
the agenda committee after we are through. 
Mr. HARKNESS: I am always very tender with the Department of Indian 
Affairs, and I am disappointed to learn that they have been at fault. 


® 


By Mr. Browne: 
@. I suppose that Mr. Sellar has seen the correspondence in connection with 
this, and that he probed it that far.—A. I personally have not seen it. 
Q. No, I mean one of your men has seen the correspondence?—A. One of my 
officers had access to the files. 
Q. Do they exonerate Public Works for being responsible for the waste? 
—A. I cannot tell you that because I never asked the question of my man. 
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—Q. $70,000 seems to me to be an awful lot of money to throw away. Who 
could explain that?—-A. Public Works and Indian Affairs between them, or 
both of them, collectively. 

The CHAIRMAN: That is already in. Mr. Harkness named case 3. 
Mr. PEARKES: Do you know which department that is in? 

The WITtNEss: It is right here in Ottawa, Mr. Pearkes. 

Mr. PEARKES: Right here in Ottawa? 

The WITNESS: Yes. 

Mr. HARKNESS: What is item 40, Mr. Chairman. 

The CHAIRMAN: We are considering it now. 


By Mr. Harkness: 


Q. I think we will see that this sort of thing has been drawn to our attention 
before, the purchase of furniture and rugs and fluorescent lighting and so forth 
by the Department of National Defence, which purchasing was supposed to go 
through public accounts and does not; or, did not in this particular case. Now, 
what action do you take in cases of this sort, in addition to your report in here? 
—A. I just report it, sir. 

Q. You just report it here?—-A. Yes. I do not think that you will see it 
repeated. 

Q@. Aren’t there a lot of them?—A. No, it has been kept down, sir. 


The CHAIRMAN: Are you through with item 40? Items 41 and 42, account- 
ing for international exchange losses. I assume, of course, that we are all 
familiar with the item. I mean, I presume that we had had this report before 
us for almost a year now, so that is why after waiting for a few moments I 
expect members to be ready within those few moments, and that is why I am 
calling the next item. 

Mr. BROWNE: Not over a year, we haven’t had it a year? 


The CHAIRMAN: Well, perhaps not over a year, but since last October; it 
was laid on the table in the House during the fall session. 


Health grants to provinces: 
By Mr. Harkness: 


Q. Just in connection with that, your representation would come to this, 
Mr. Sellar, as far as item 41 is concerned: I take it to be your view that this 
$66,000 instead of being written off by the government under vote 66 should be 
charged up directly to External Affairs if they are going to continue this 
practice?—-A. I think it should be recorded as a special allowance. It shows 
what the individual is getting. 

Q. As a special allowance under External Affairs?—-A. Yes. It has been — 
shown under External Affairs. It should not be shown as a loss. It should be 
shown as an allowance. There is no question about it; the rouble is artificially 
valued when it is sold to the government of Canada at four to the U.S. dollar. 
Canada can’t get value for them. 


Mr. FULFORD: Five cents per hundred it would be, would it not? 

The WITNESS: That is what I mean, it has not sufficient purchasing power. 
It should be reflected as an allowance rather than a loss of exchange. 

The CHAIRMAN: How do you account for it? 

The WITNESS: You have no option. The U.S.S.R. sells it to the government 
at four to the dollar; so you have no option; the men need roubles to carry on and 
the government has to absorb the difference. For example in the case of a largest 


sum, a man received 90,000 roubles. He paid $3,600 for them. They cost the 
department $22,000. 
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By Mr. McCusker: 

Q. What do the Russians get here in Ottawa on their roubles, transferring 
them to Canadian funds?—-A. That would be an ordinary market operation. 

Q. Would they have sufficient here to off-set the expenses of our staff over 
there in Russia?—-A. You probably have seen what I did: I read in an American 
paper last week about the concern in Washington over the same problem as 
faced by the State department. ; 

Mr. FuLFoRD: I remember many years ago, I was in Russia and changed 
American dollars at the rate of one rouble and 89 kopeck, and the purchasing 
power of the rouble was less than 5 cents. 

The CHAIRMAN: Are we finished with Accounting for International 
Exchange Losses. If you are through with that we will turn to Health Grants 
to Provinces, items 43 and 44. 

The WITNESS: I might say, sir, that the $61,000 that is referred to in para- 
graph 43 has been adjusted by the province of Ontario so it is not really before 
you. So far as item 44 is concerned, the province concerned has taken appro- 
priate action. 

The CHAIRMAN: War Pension Awards, item 45: 


By Mr. Harkness: 

Q. What is the purpose of bringing this item to our attention?—A. Because 
the Department of Veterans Affairs instead of doing that job has loaded it on 
to the audit office for the last 30 years. This is the only place where the 
outcome appears in the record. There is no significance to it except that the 
department should do the job; but by an old agreement the audit office is saddled 
with it. Moreover, the U.K. authorities like the reference for their records. 


Carried. 


The CHAIRMAN: Item 46, Acceptance of Losses in Unofficial Accounts. 
Mr. HARKNESS: There is a lot of work in that too. 


The CHAIRMAN: Is there anything further on items 46 and 47—Cost of Loan 
Flotations? 


By Mr. Stewart: 


Q. The suggestion there, Mr. Sellar, is that it should be written off in one 
year?—A. It would be better written off in one year, or amortized, the same 
as the rest, so that you don’t have to look in so many places for the information. 

Q. Yes.—A. I regard it as a question of policy for the department. 

Q. Would you have any objection to having it written off in one year?— 
A. No sir. Do not criticize anyone because I was the one who started this 
amortization. This came up away back in 1931 when we had a huge conversion 
loan and the cost, naturally, was staggering and accounting for it was an 
administrative problem. I thought that accounting treatment should be in line 
with the commercial practice of that time; so I recommended amortizing. 

Q. And it means, of course, that the account will have to be carried 
forward on the government books, and that is why I was wondering if it 
would not be worth while to revert to the system which existed before 1931.— 
A. That is a question which you would have to take up with the Department 
of Finance. The money is spent. 


Mr. STEWART: Quite. 
The CHAIRMAN: Mr. Bryce? 


Mr. Bryce: I might say that our practice in this matter is to amortize 
those items of expenses that enter into the terms of the issue. In other words, 
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you can vary your interest rate and your premium and discount and things like 

that in setting the terms of an issue. And we amortize those things that are 
really part of the terms of issue; but we do not amortize those things that are 
other expenses that are incidental to the issue. The things that we are con- 
- sidering here are new under departmental consideration, and the deputy 
minister is studying the matter to see whether we shall continue this distinction 
between the two types of expenses or whether we should treat them all in 
the same way on the basis of the present practice. Mr. Sellar explained he 
was there when it started. I was not. Our rationalization at the present time 
is that we are amortizing those items which in fact are part of the deal. 

Mr. STEWART: It would not take a great deal of time for that operation, 
writing it off in the year in which it is created? 

Mr. Bryce: If it is a small amount, yes. 

The CHAIRMAN: Civil Service Transactions, items 48 to 54: 


By Mr. Harkness: 

Q. As far as item 50 is concerned, I think it is a matter of certain depart- 
ments creating positions which have not been classified and approved by the 
Civil Service Commission and then the difficulty is that the men may work in 
those positions for a number of years without getting any superannuation?— 
A. Yes, the crux of the problem is the legal one. There is an old order in: 
council passed under the Civil Service Act which is within the terms of the 
law. Subsequently an order in council was passed which does not have the 
authority of that Civil Service Act behind it because it was not recommended 
by the Civil Service Commission. Now, there are a good many regulations made 
under the Civil Service Superannuation Act and one of them is this regulation 
which I am quoting: 

(2) No period of service of an employee as a day laborer or manual 
worker may be counted for any of the purposes of this Act unless, in 
addition to any other requirements of the Act or these regulations, the 
employee: (ad) was appointed for that period by competent authority 
and his classification of salary were determined in the manner authorized 
by law; 


Now, I have no quarrel from the practical view point, over what has been done 
except I would hate to think that any man ten or twenty years from now may 
suddenly face a crisis by them saying: Perhaps you are not legally appointed 
and, under the circumstances, we cannot give you the superannuation you are 
entitled to. That is my whole concern because I think if any man believes he 
is going to get superannuation then everything should be done correctly as to 
protect him. 


By Mr. Harkness: 

Q. There are two ways of correct it. One would be for the department 
and the Treasury Board not to make those appointments and the other would 
be by way of new legislation covering this point?—A. By getting together with 
the Civil Service Commission and repealing the old order in council of 1922, 
putting in a new one, then certainly within the Civil Service Act everything 
would be fine. 

Q. You do not think it requires a change to the Civil Service Act or any 
other Act?—A. I do not think it requires any change in the legislation. More- 
over, I am not sure of the scope of the new Financial Administration Act, but 
I think the necessary power exists. I am bringing this comment because the 
individuals concerned know nothing about this possible risk they may be 
taking. I am hoping that everything will be done to straighten things out. 
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The CHAIRMAN: Would you care to comment Mr. Bryce? 


Mr. Bryce: I would say I think this is a perfectly proper point that the © 
Auditor General has raised. We are studying it now to correct the matter. 
The CHAIRMAN: Are there any further questions on Civil Service trans- 4 
actions? ; 


Carried. 


Loans, advances and investments. 


By Mr. Stewart: 

Q. On No. 54, I remember that when we were going through a schedule 
of bad debts last year there were quite a number of fees that were being kept 
by judicial officers. JI notice now that the “‘...deputy minister of Justice decided 
that retention of the moneys not being permissive, all the receipts of the — 
sheriff’s office be credited to revenue.”’ 3 

Does this apply only to the sheriff of the Yukon Territory or to all over — 
the country?—-A. The sheriff of the Yukon Territory is the only federal sheriff. 
The rest are provincial officers. 

@. Those provincial officers seem to have the right to hang on to certain 
moneys’?—A. I know what wou are referring to but it is not the sheriff, it is 
the clerk of the court or the clerk of the peace in connection with naturalization 
moneys. There were very large sums owing particularly in the county of York. 

The CHAIRMAN: This is the amount that was written off last year? 

Mr. STEWART: Yes. 

The CHAIRMAN: Are there any further questions on loans, advances and 
investments? Item 55? 


By Mr. Harkness: 

Q. I take it that this is really what you might call improper bookkeeping 
that you are referring to?—-A. In 55 we are bringing the figures together. 

Q. That is what I mean? The present way in which the books are kept 

for these things does not present a true picture?—A. Well, the Department of 

Finance would argue with me against your view. I share your view but the 


department does not. 
Q@. I think there is no doubt but that we are probably right and they are 


wrong. 

The CHAIRMAN: Of course, if the Auditor General agrees with you. I think 
the Department of Finance might say something about it. 

Mr. Bryce: I really have not had notice of this question but if there is some 
combination of figures we have not put in this volume perhaps we should see ~ 
to it that we do. We try to summarize these things in the first part of the 
public accounts in a convenient and understandable way, but perhaps this is one ~ 
type of summary we have not done adequately and we will have to look at it. 
It may be in here but I am sorry I cannot tell you for sure, right off. 

The CHAIRMAN: Page 18, the balance sheet of Canada, item 56. : 

Assets—items 57 to 74. 

Item 57? 

Item 58? 

Item 59? 

Item 60? 

Item 61? 

Item 62? 

Item 63? 

Item 64—loans to national governments. 


PUBLIC ACCOUNTS 49 


By Mr. Wright: 


Q. I would like to ask about the payment on the British loan. The British 
total loan is $1,436,490,000 and repayment in the year was $40,567,000. What 
proportion of that $40,567,000 is in payment of interest and principal on the 
$1,250,000,000 loan which we made in 1946, I think it was?—-A. My recollection 
is that it was interest free— 

Q. It was interest free for five years but I believe the first payment on 
interest and principal was due last year and there was a payment made. It 
runs in my mind that it was somewhere in the press shown as $26 million. I 
wanted to see if that was correct?—-A. Up to the 3lst of December it was 
interest free. Then, there were discussions with the United Kingdom govern- 
ment as to the payment. So far as these accounts were concerned there were 
just three months involved—January, February, and March. The discussions 
had not been completed before the books were closed and, if my recollection 
is correct, sir, it was in the summer or early fall that an agreement was 
reached with the United Kingdom government and they made a substantial 
payment. I think the figure you gave is correct. That figure is not the 1951 
fiscal year accounts, but I think Sou memory is right; I know there was a 
payment made. 

Q@. I know there was a payment reported?—-A. Payment was made. 

Mr. Bryce: I believe the first payment was due at the end of the calendar 
year, 1951, and the details of the account reflects no payment made during the 
fiscal year under review. No payment was made by March 31, 1951—it was 
at the end of the calendar year. 


By Mr. Harkness: 
Q. The China referred to is no doubt Nationalist China?—A. Yes, sir. 
Q. That is a very doubtful asset I would say—that $49 million?—A. You 
will have to ask the Department of Finance to answer that question. 
Mr. PEARKES: External Affairs might help. 
The CHAIRMAN: It is a $64 question. 


By Mr. Harkness: 

Q. Indonesia you say did not owe anything on principal. Did they pay 
anything on interest or are they in default on interest?—A. No, the first instal- 
ment of principal matured on the 8th of April, 1951. 

Q. Of principal?—A. And interest. You might say there was accrued 
interest. 

@. There was no default?—-A. There was no default. 

The CHAIRMAN: Are there any more questions on item 64? 

Item 65—loans to provinces? 

Is nobody interested in the provinces and their debts? 

Item 66? 

The WITNESS: This is a little item that the Financial Administration Act 
may take care of and I hope action will be taken to write off this small amount. 
There is no hope of ever getting it. 

The CHAIRMAN: Item 67? 

The WITNESS: The reason that item 67 is in here is because, while the loan 
has existed for a great many years, this was the first year it was brought into 
the accounts. Therefore,-I thought I should make some reference to it. There 
is nothing objectionable to it whatsoever. 

The CHAIRMAN: Item 68, loans to municipalities. 

Item 69, subscriptions to international monetary fund and international 
bank? 
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No. 70, miscellaneous loans. 

No. 71, sinking fund and other investments held for retirement of 1943-63 
Newfoundland stock. 

No. 72, sundry suspense accounts. 

No. 73,— 


Mr. PEARKES: May we have some explanation on that? 


By the Chairman: 


Q. Would the Auditor General care to comment?—A. This is the matter, 
sir, that Mr. Bryce was referring to in the introduction, namely, Nationalist 
China owing various sums of money that had matured for payment. They did 
not have the money to pay for them. They had procured amongst other things 
bridge spans in this country for shipment to the mainland of Asia which they 
could not ship. The government took them over. While they cost $1,206,000, 
they have now all been sold with $746,000 realized from the sale of those 
spans. é 


By Mr. Pearkes: 


Q. Sold in Canada?—-A. Sold in Canada, sir. The result is, as Mr. Bryce 
said, there is a net loss on the transaction but the government did recover 
something of this loan as a result of this operation. 

Q@. It seems that we were charging China a good price for them? 


Mr. Bryce: Perhaps I may say a word upon that. These were bridge 
spans designed for certain particular crossings of rivers and they had to be 
cut up and used for crossings for which they were not designed. 


The CHAIRMAN: No. 74, reserve for possible losses on ultimate realization 
of active assets. 


By Mr. Harkness: 


Q. On that item, Mr. Sellar, I see you say at the end: 

As no particulars were provided by the Department of Finance as 
to the assets items making the reserve expedient, the justification for the 
$75 million charge against 1950-51 expenditure was not established in 
the audit. 


Now, I presume when looking back at it, that the vote for $75 million was put 
through the House?—A. No. 

Q. There was no vote for this?—-A. No. 

Q. Then, under what authority was the $75 million put in?—A. Starting 
back about 1941 or thereabouts, the Minister of Finance each year subtracted 
a certain amount from his assets on the ground that if they were all realized 
a certain loss would be taken. Therefore, to be realistic he should make a 
reduction in his assets in establishing his net debt. 

Q. In other words, that $42 million we are talking about for the China loan 
should be written down?—A. Well, whether they do that or not I do not know, 
but anyway that was done. Now, in more recent years the amount has been 
increased to $75 million a year. It leads to a realistic valuation of assets but 
as an auditor I feel that before I can accept that figure I should know what 
goes into making up $75 million because it seems to me, as an ordinary man, 
it is impossible that the bad debts of each year could be exactly $75 million. 

The sum is reserved and is shown in the balance sheet of Canada. You 
asked a question on whether there is a vote. There is no vote, but under 
the new Financial Administration Act, the Minister of Finance is given the 
power to set up such reserve as is necessary to reflect the true state of the 
assets. You refer to China, there are also various other governments. The 
Minister of Finance cannot disclose what he regards as a bad debt from a 
government. He has to carry that as a sort of concealed thing. 
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Q. In other words, you have always proceeded on the public assumption 
that it will be paid?—-A. Yes. I feel that as an auditor I have got to draw to 
your notice that I was not able to establish that $75 million represented a 
diminution in the value of the assets for that year. 


The CHAIRMAN: Would the Department of Finance care to comment? 


By Mr. Harkness: 

Q. As the money actually was written off last year and the total is now 
nearly $400 million, what happened when the $75 million was put in 1950-51— 
and it would be the same, I presume, in 1951-52—-was that the net surplus 
presented to us was thereby reduced by that amount?—A. Yes, sir. 

Q. In other words, the surplus would have been $75 million more each 
year if this had not ben written off to this reserve fund?—A. Yes, sir. 

Q@. Where is that reserve fund held? Is that held in a separate fund?—A. It 
is a bookkeeping entry. 

Q. A pure bookkeeping entry?—A. Yes, sir. 

@. What would happen to the $75 million which is written off here? The 
money was actually taken in there some place.—A. If they want to write off 
_ something physically, that is an actual transaction, they come to parliament for 
the authority. The first big charge in this regard—it was several years ago, 
I think it was in 1947, was when an adjustment was made with the western 
provinces with respect to the old relief amounts of the thirties. You will recall 
that the debts of the provinces were cut in two for direct relief, etc. The legis- 
lation authorizing that adjustment stipulated that the amount written off be 
deducted from this reserve that the minister had set up in his accounts. 

We had a few cases more recently where the Department of Justice took 
the view that when it decided moneys could not be collected in court proceed- 
ings for one reason or another and they abandoned the suit, their decision had 
the same effect as an authorization from parliament for that write-off. Small 
amounts have been taken off on that account. But the big one was in 1947, I 
think. The Department of Finance has been scrupulous in observing the 
requirement, sir, that they have the actual consent of parliament before they 
make a real write-off, that is, relieving the debtor of his indebtedness. 

Q. But the point I was trying to get at a minute ago was, revenues were 
collected and revenues were expended. Now, what was left over would be 
surplus. Now, that surplus as far as the figures we got was concerned was 
less by $75 million, by,the amount of this figure here. Now, my question was, 
what happened to the $75 million? Was it left sitting in the Consolidated 
Revenue Fund or where did it go? Maybe Mr. Bryce can tell us.—A. It is 
reflected as an expenditure but, as I say, it is not a cash expenditure. 

@. My question merely is where does it go? Does that go into the Consoli- 
dated Revenue Fund or what happens to it? 


Mr. Bryce: Well, sir, the primary point, I think here, is to distinguish 
between our bookkeeping accounts and our cash receipts and disbursements. 
In terms of the bookkeeping, if we had not charged the $75 million to reserve, 
we would have shown a larger budgetary surplus because our expenditures 
would have been recorded as less by that amount and our net debt would 
have been less by that amount since the net debt is the total liabilities less the 
active assets and in getting to the active assets we take off his reserve. That 
is the bookkeeping aspect of it. 

In regard to cash, it has no effect because our cash position depends only 
upon our cash receipts and our cash disbursements and whether or not we do 
anything to the reserve does not alter our cash position at all and, therefore, 
it is really necessary to distinguish the two types of calculation. As far as the 
cash situation is concerned, it would not have been altered one whit whether 
we had put up $75 million or $175 million or nothing. Does that answer you? 
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Mr. HARKNESS: Yes, I see what you mean, all right. The disposition of 
the cash, actually the cash collected that is actually sitting in the Consolidated — 
Revenue Fund and the figures that you show on your budgetary surplus have 
no relationship to the cash that is actually sitting there? 

Mr. Bryce: I would not say they had no relationship, sir, but in both our 
expenditures and our revenues and in the loans we make and the investments 
we make and in our receipts, there are certain items that are not actual cash 
items; they are bookkeeping charges and it has been the practice of the Minister 
of Finance in recent years to try and make clear both in the budget in advance 
and in the public accounts afterwards—in the introductory portion—to try and 
make clear the distinction between the ordinary budget charges, that is to say, 
our bookkeeping accounts which show where we are getting in on our debt 
position and our assets and liabilities on the one hand and our actual cash 
transactions on the other. 

Naturally, if our revenues go up to an unanticipated degree, that increases 
both our revenue from the budget point of view and our revenue from the cash 
point of view, so that will improve both. If our cash expenditures go up or go 
down they too will affect each of them. The great majority of our transactions 
enter the same way into both sets of accounts but these bookkeeping trans- 
actions only enter into the one set of accounts and they do not affect the cash 
situation. 

So when we write down the net value of our assets in this way it does not 
give us any more money in the bank. If it did, it would be perhaps a tempta- 
tion at other times to secure money by that means. 

Mr. STEWART: But what you do really is to increase the figure of net debt 
by the amount of this reserve? 

Mr. Bryce: Yes, sir, we do, because we feel that in eee hens what our 
net debt is we should be cautious in valuing our assets and, as the Auditor 
General explained, there are difficulties involved in trying to show a discount, 
if you will, against individual items in our balance sheet and so the minister 
shows it against the whole. 


By Mr. Stewart: 


Q. May I ask the Auditor General as the auditor for the government of 
Canada, does he consider that this reserve of almost $400 million is adequate 
or more than adequate or inadequate, considering the assets which we have?— 
A. I have never been able to get from the Department of Finance the make-up 
of the annual write-down of $75 millions from year to year. I have written 
letters asking for the information and I have never been able to get it. There- 
fore, I cannot answer your question. 

Q. Well, we have got active assets of $5,800,000,000 roughly against which . 
we have this $395 million. Have you considered the value of these assets in 
detail? Do you think they are fairly stated in the balance sheet?—-A. There are 
$800 millions at least of Canadian National Railways notes and debentures. 
Now, the value put on the asset is the face value of the notes or whatever we 
hold from the railways. Whether we could realize $800 million from the Can- 
~ adian National Railways, sir, I cannot answer. You face the same problem when 
you take loans to the provinces. If a province said, ‘‘We will not pay,” I do not 
know if the government of Canada could collect or not. They cannot be sued in 
the courts. You cannot seize a province. Therefore, it is a debt of honour and 
you have to take that at face value until there is repudiation by somebody. 
That is all I can add in the way of answering your question, sir. 


By Mr. Browne: 


Q. Why do you say a province cannot be sued?—A. You cannot sue the 
Crown without its consent. 
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Q. Well, there are several actions in courts between the Attorney General 


- of Canada and the Attorney General of Manitoba, for instance.—A. With 


consent. 


Mr. McCusker: There is a statute which however has not yet been promul- 
gated by which you can sue the crown without consent. 


The WITNESS: Let us go further afield then, sir. How could we sue, let us 
say, the government of France or the government of Belgium without their 
consent? I am just using them to illustrate. I am not saying anybody will 
repudiate, but that is just to explain. However, to come back to the question, I 
cannot say whether $400 million is adequate or excessive. 


By Mr. Wright: 


Q. I understood you to say that when a province owes a debt you have no 
way of collecting it. Is it not a fact that certain debts the provinces owed have 
been deducted from provincial grants from the dominion government?—A. Not 
from the subsidies fixed by the British North America Act. 

Q. But from other grants?—-A. I think by agreement or otherwise there 
have been deductions made. I cannot be specific because I cannot name a case. 

Q. It seems to me in certain cases where the province owes money to the 
dominion government in Ottawa, deductions have been made from grants that 
the dominion government have been paying to the provinces, that is, outside 
of the statutory grants under the British North America Act. They have 
used that as a means of collecting debts.—A. I am sorry, Mr. Wright, I cannot 
help you because I do not know. 


Mr. Bryce: I know there have been arguments as to the right of set-off 
in some of these cases, but I would hesitate to speak from memory because 
they are complicated questions and I have not had anything to do with them 
for four or five years. 


The CHAIRMAN: The next item, liabilities, item 75, floating debts. 
The WITNESS: That is inserted for information purposes. 


By Mr. Stewart: 


Q. Have you any information at all, or have you any idea, Mr. Sellar, 
what the approximate amount would be of outstanding cheques in every month 
during the financial year? Is $60 million a representative amount or is it 
something that is very much higher than exists in other months?—A. At the 
end of the month of April, sir, it would be less. At the end of May it would 
be much less, but on the whole I think you can assume that the March 31 
figure is approximately 20 per cent higher than it would be at the end of 
other months. If you want the actual figure I will get it for you. 

Q. No, no.—A. But my expectation is that it is about one-fifth less during 
a good working month. 


The CHAIRMAN: Item 76. 


Mr. STEwWarRT: Has any consideration been given to writing off these 
amounts? Probably I should ask Mr. Bryce that question. 

The WITNESS: That again, sir, is put in my report on account of the 
expected legislation that has since gone through parliament giving a way 
to clear up these little items. It is just to tidy up the balance sheet; that 


is all that I am interested in. 


The CHAIRMAN: Item 77, insurance, pension and guarantee accounts. 
Carried. 


Item 78. 
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By Mr. Harkness: 

Q. Is that the amount of the principal, you might say, of the insurance 
or the annuity contracts entered into, or is that the amount which is actually — 
what the government has now become liable for?—-A. That is the amount 
that the government has received plus the amount that the government has 
credited to make good the deficiency in the expected amounts that have 
to be paid under annuities that are in effect, not where the individual is 
receiving the annuity. . 

Q. Not where he js actually receiving it? Then this does not contain any 
provision of an actuarial nature for the payment the government will have 
to make?—A. Speaking subject to correction, my recollection is that each 
year a compilation is made of what additional amount is necessary to 
honour paid-up annuity contracts—I think they describe them as ‘“vested’’. 
A sum is added each year on account of such contracts, but the computation 
does not take into calculation contracts on which contributions are still being 
paid, for example, on the couple I’ve taken out on my kids. The annuities 
branch has not, as yet, made any calculation as to what such contract agree- 
ments will ultimately cost. 

Q@. That is the point I am getting at. There is no actuarial figure of what 
they may have to pay including this?—-A. No, sir. As I say I speak subject 
to correction. There are others more up to date on the subject than I am. 


' The CHAIRMAN: Item No. 79. 


By Mr. Browne: 

Q. The government pays in $75 million in a lump sum like that in the 
past couple of years. Can it take that money out again?—A. Well, it is a 
bookkeeping account of course. It is not actually cash. I doubt if they could 
reduce it by that without the consent of parliament, parliament having appro- 
priated it for that purpose. 

Q. But has parliament appropriated it? Has it not been done by the 
Minister of Finance?—A. No. 


The CHAIRMAN: It is covered by vote 587. 


By Mr. Browne: 


Q. There is a formal vote in the supplementary estimates but the adjusting 
is done by bookkeeping before it is voted?—A. No. 

Q. After the vote?—-A. After the vote, yes. 

Q. And you think it can be taken out?—A. No, sir, I do not think it can 
be taken out without the consent of parliament. 

Q. May I ask Mr. Bryce’s opinion on that. 


Mr. Bryce: Frankly, Mr. Chairman, I must confess I never thought of that. 
There is no cash there, it is only a ability on the balance sheet. Whether we 
could at some point reduce that liability in order to improve the appearance 
of our balance sheet—I suppose there is no statutory barrier to doing so but 
it would not get us any money and it would certainly ‘e a very visible means 
of reversing the action which the government thought sufficiently necessary to 
ask parliament for the appropriation. 

Mr. Browne: I notice the balance sheet contains $189,000,000 in that 
account Is that right? 


Mr. Bryce: Yes. 
Mr. BROWNE: Do you know what the actuarial liability is of that fund? 


Mr. Bryce: Very much larger, sir. The Minister of Finance gave the figures 
in the House at the end of March and they are the most up-to-date figures we 
have had. 
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Mr. BROWNE: This amount is really behind, then. 

Mr. Bryce: This amount is really below the actuarial valuation. 

Mr. BROWNE: And it is possible it will keep on supplying large amounts 
till they get it up. 

Mr. Bryce: It was indicated that is the policy to be followed. 

Mr. HarKNESs: This $189,000,000, I take it, consists of the contributions 
which have been put into the Consolidated Revenue Fund by civil servants 
plus the $75,000,000. ' 

Mr. Bryce: Plus the contributions made by the government in the past and 
the interest on the fund. 

Mr. HARKNESS: And that, including the $75,000,000, only comes to 
$189,000,000, does it? 

Mr. BROWNE: Where does the interest come in? 

Mr. Bryce: The interest is paid on the balance in the account. 


The WITNESS: Fixed by statute. 


By Mr. Harkness: 


Q. Do you consider that does not give a proper picture? I take it from 
what you say down here that you more or less recommend that that amount 
could show the contributions received, the interest on the amount of such 
contributions, and the actuarial calculated value of the pensions. Can you give 
us an idea of what that amount might be?—A. No, sir. 

Q. You have not calculated it at all?—-A. My approach is this: The accounts 
of the Government of Canada are operated on a cash basis, not the accrual basis, 
therefore liabilities of this nature should be computed so that they are realistic 
and not conjectural. However, I might say that the Speech from the Throne 
gave notice of an amendment to the Superannuation Act at this present session, 
and I think we should see what the legislation includes. At the time when I 
wrote this, I had no idea that the Act was going to be amended or that the 
minister would recommend this year that a very large sum be added. 


The CHAIRMAN: Item 80? 
Carried. 


Item 81? 
Carried. 


Item 82 ‘Sundry suspense accounts’? 


By Mr. Pearkes: 


Q. Regarding item 82, I take it that the bulk of this $175 million is money 
which is being paid by the NATO countries towards the arms and equipment 
which was sent over to Europe during the period under review?—A. No, it is 
not being paid by them. 

Q. It is the value of their equipment?—A. Yes, it is the value of their 
equipment. 

Q. And that has been allocated?—-A. There was $195 million approxi- 
mately of equipment made available to them; $19 million, or $20 million for 
convenience, worth were procured in the form of new equipment in Canada to 
replace it. Therefore, the net amount charged against this account at the year 
end was $175 million. At the same time, there were outstanding contracts 
of about $120 million for replacements of that equipment. 

Q@. And articles which are sold in Canada or articles sold on repayment, 
or something like that would not figure into this account?—A. No, sir. 


. 56 STANDING COMMITTEE 


- 


v. 


Q. It is purely a NATO account?—-A. This refers to equipment for a divi- 
sion which was given to the Netherlands, to Italy, and to Belgium, also to the 
twenty-five pounders which were given to Luxembourg and to the $32 
million of anti-aircraft guns. That all goes to make up your $195 million. 

Q. The principal item led me to believe otherwise.—A. No, it is related 
purely to this. 

The CHAIRMAN: Item 83? 


Carried. 


By Mr. Browne: 

Q. To what province is the federal government indebted under this item 
83? Would it be all the provinces, or just Ontario?—-A. May I give you the 
exceptions? 

Q. Yes, if you please —A. Ontario and Quebec are the two chief ones. I 
am not sure whether or not we owe Newfoundland a little. From my | 
figures here I am not exactly sure; but Ontario and Quebec are out entirely. 
I do not believe Newfoundland has a corporation tax. ) 

Q. Is that so?—-A. I may be wrong. I have a gap here in my notes as to 
this, but I will check on it and let you know. 

The CHAIRMAN: Item 83? 

Carried. 


The WITNESS: That is another little item which I thought should be cleaned 
up. 

The CHAIRMAN: Item 85 “Funded debts unmatured $15,027,000,000”? 

Mr. WRIGHT: On item 81, it says: “On April 1, 1950, the premium was 
reduced from 10 cents to 2 cents for each $100 of security...” — 

Who pays that premium, the individual or the department on his behalf? 

The WITNESS: The department sir; and this year the department does 
not pay anything. We received new regulations the other day telling us that 
there is to be free insurance. 

The CHAIRMAN: I think we have covered a substantial amount of ground 
today, and before we enter upon the various other audits, such as Canadian 
Arsenals and so on, if it is agreeable to the committee, I would suggest that 
we adjourn, unless the committee wishes to start this and go on past six 
o’clock, which would mean the end of the pee Is it agreeable to the 
committee to adjourn? 


Agreed. 


We shall adjourn now until Tuesday next at 4:00 p.m. 
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ERRATUM 


The minutes of proceedings of Tuesday, May 6, 1952, at page 5, paragraph 7 
thereof, should be corrected to read as follows: 


Mr. Boivin moved that the committee recommend that its quorum be 
reduced from 15 to 10 members. 


MINUTES OF PROCEEDINGS 


HOUSE OF COMMONS, Room 430, 
TUESDAY, May 27, 1952. 


The Standing Committee on Public Accounts met at 4.00 o’clock p.m. The 
chairman, Mr. L. Philippe Picard, presided. 

Members present: Messrs. Anderson, Ashbourne, Benidickson, Boisvert, 
Browne (St. John’s West), Cloutier, Croll, Denis, Fleming, Harkness, Jutras, 
Kirk (Digby-Yarmouth), Macdonald (Edmonton East), Major, McCusker, 
Pearkes, Picard, Sinnott, Stewart (Winnipeg North). 


In attendance: Mr. Watson Sellar, Auditor-General; Mr. R. B. Bryce, 
Assistant Deputy Minister of Finance. 


The Committee considered the Auditor-General’s Report for the fiscal year 
ended March 31, 1951. 


Mr. Watson Sellar’s adjourned examination was resumed. 


Mr. Bryce was heard briefly on several matters arising out of Mr. Sellar’s 
examination. 


At the conclusion of the testimony the witness and Mr. Bryce were thanked 
by the chairman and they were retired. 


At 5.30 o’clock p.m., the Committee adjourned to meet again at 4.00 o’clock 
p.m., Tuesday, June 3. 


~ ANTOINE CHASSE, 
Clerk of the Committee. 
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May 27, 1952. 
4:00 p.m. 


The CHAIRMAN: Order, please. Gentlemen when we adjourned last week 
we had reached that part of the Auditor General’s report. which deals with mis- 
cellaneous audits, page 24 of the report. As we have done in the past I will call 
the items one by one: army benevolent fund, item 86: 


Mr. Watson Sellar, Auditor General of Canada, called: 


By Mr. Pearkes: 


Q. Mr. Chairman, in respect to that I notice a sum of $183,854 has been 
paid out in disbursements. That amount is well within the interest earned on 
the capital of the fund. But I also noticed the administrative costs amounted to 
$63,100, which is about 4 of the amount of the disbursements. It seems to 
me that is extremely high administrative cost for such a small disbursement. 
I am not an authority on these matters. I would rather like to know if that is 
so, and I would like to know how that compares with the naval and R.C.A.F. 
benefit funds, which also have the same objective in view as the Army Bene- 
volent Fund has?—A. Well, Mr. Chairman, you will have to bear in mind that 
it is impossible to make a fair comparison between the three bodies because 
the Army Benevolent Fund is a statutory fund and the other two are private 
corporations; therefore, the Army Benevolent Fund is required by the statute 
to so administer the affairs that the fund is not exhausted until 50 years have 
elapsed. Therefore, they have to be very careful in disbursement of money; 
and, secondly—and this is the crux of the problem, gentlemen—the Act states 
that no grant is to be made by way of relief from the fund where relief is at 
the time of application available from dominion, provincial or municipal 
governmental sources. That means that before they can give any assistance 


they have to see whether the province or the municipality or the Department 


of Veterans Affairs have any money available and that adds to their adminis- 
trative costs. 

The headquarters administrative cost, that is, the board itself is quite 
modest. While the members are entitled to a per diem allowance of $25 a day 
as a rule they never draw that for more than two days a year so that there is 
no undue expense there. The chairman is entitled to a per diem of $40 a day, 
but he draws that on only a very few days of the year. 

Now, the Act does require that there be a provincial committee in each 
of the provinces and also one in the United States, one in the United Kingdom, 
one in the Yukon and, if desired, one in the Northwest Territories. These things 
all going together add up in a small way to the administrative costs. So I agree 
with you in $183,000, $60,000-odd for administrative costs the ratio is wrong,. 
but I cannot give you the answer how they can cut it down on account of their 
set-up. 

Q. Isn’t some of the work possibly—I do not know whether it is a fair 
question to ask you—carried out by the Department of Veterans Affairs and by 
the officials of the Department of Veterans Affairs?—-A. Veterans Affairs and 
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the Legion, sir. You couple the two of them together because the committees 
also have a representative from the Legion and he is quite active and a Veterans 
Affairs man who is always active too. 

Q. And that work from the point of view of the Legion is generally of a 
voluntary nature?—A. Yes. 

Q. And the Department of Veterans Affairs is an official department. I still 
do not see how they could get the administration expenses up to $60,000 when 
you have such generous action on the part of the chairman and the board here, 
and when a great deal of the work is already carried out by the Legion and the 
Veterans Affairs. It seems to me an amazing situation.—A. Well, sir, I can only 
add this. General Murchie, as you know, is the chairman of the committee. He 
has been concerned with that problem for a considerable time and in fact he 
invited my office last year to make a study of his organization. I declined, saying 
that we were equipped to handle his accounts but we were not good people 
to have for organization of work and we suggested that he have the Civil 
Service Commission make an investigation in that regard. I do not know 
whether they have done that. More recently his concern has been with respect 
to the expenses in arranging for assistance when they have to explore the other 


avenues of relief. He wants to try to cut that expense down. That involves a — 


good deal of travelling, I understand. But if you wanted this, I think, sir, you 
should call General Murchie. 

Q. I do not know whether that is permissible as far as this committee is 
concerned, but it does seem to me in the interest of the veterans of this country, 
some of whom are looking for assistance and, as you say here, there have been 
1,400 cases where they have been helped, not by any great amount but by 
these outright grants, and I know some cases where it has been a great help to 
individual veterans and it does seem to me a pity that the moneys which have 
been collected originally by canteen accounts, I believe, and donations, should 
require such a heavy expenditure for administration. I cannot help feeling there 
must be some simpler way, particularly when there is such a fine example set 
by the three members at the head of it who, as you say, arrange never to collect 
more than two days’ expenses a year. Well, one can only commend that and yet 
somehow or another $63,000 is eaten up. I feel there should be some explanation 
to it if that is the sort of thing we are supposed to look into. 


The CHAIRMAN: We have already set aside two or three items on which we 
were going to have further information when we were through with the Auditor 
General and Mr. Bryce and were going to get some witnesses and so, if you 
sO move we can do that on item 86 to complete the study of this item and ask 
the witness we want. 

Mr. BENIDICKSON: I think that is a very important point that General 
Pearkes is making, Mr. Chairman. I am just wondering, though, it goes through 
my mind that we had the canteen fund committee not long ago and I have an 


idea they discussed this question of benevolent funds as well. I wonder if that — 


is so and whether we ought to probably review that evidence. 


The CHAIRMAN: You mean that evidence has been available before another 
committee? ‘ 


Mr. BENIDICKSON: Well, not a current committee. There is no doubt we 
could look into it further again, but I was just wondering to what extent this 
was discussed at the time the canteen funds legislation was before the House 
not many years ago. 


Mr. FLEMING: Isn’t this subsequent to that in any event? 


Mr. BENIDICKSON: Oh, there is no objection in going into it on my part. I 
was just saying there might be background of information as to the set-up here 
and that I think we should look it up. 
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The CHAIRMAN: We can ask the clerk to take a note of this item. I think it 
is an item that can be kept in mind after we complete this study when we are 
considering the three or four other items we have set aside for calling witnesses. 
So, the clerk will take note of this item. 

Mr. PEARKES: That is perfectly satisfactory to me. 

Mr. BenipicKson: Also the claims seem to me to be rather small and the 
award is very small and on investigation seem to be around $50 a case. 

Mr. PEARKES: They are very small claims paid. Well, you can easily find 


out the average if you divide $183,000 by 1,400. That will tell you the average 


claim. 


The WITNESS: Mr. Chairman, in view of the remark made by General 
Pearkes in respect to the chairman and the two members of the board, I think 
it should also be stated that while the provincial committees are entitled to $15 
a day none of them take anything. 


By Mr. Pearkes: 


Q. I still say where is that money going? It can’t all go in postage 
stamps.—A. But you were paying a compliment to the chairman and the 
members of the national board. I thought I should also present the situation 
with regard to the others. ‘ 

Q. It still presents a greater problem. 


The CHAIRMAN: Are we through with questions to the Auditor General on 
item 86? Then, we will go on to Canadian Arsenals Limited, 87. 


By Mr. Fleming: 


Q. May I ask a question generally about this and other Crown corpora- 
tions? In the light of the budgetary proposal to place Crown corporations on 
the same basis as far as the payment of corporation tax is concerned, as other 
corporations, is it going to involve any change at all in their bookkeeping or 
method of keeping their accounts that you foresee at all, Mr. Sellar?—A. 
Assuming the Canadian Arsenals comes within the scope of the new legislation— 

@. Chances are it won’t because it shows a deficit—A. But assuming it 
comes within the scope, it will change their bookkeeping because they had 
never set up a reserve for depreciation. I have urged that before this com- 
mittee on several occasions in the past and that will necessitate them putting 
up that cost of operation item into their account. 

Q. Up to now they have just been operating as far as their operating 
statement is concerned on a cash basis?——-A. On a cash basis and they received 
a very large quantity of supplies after the war which they have never valued 
and taken into their balance sheet. They took them in only as they consumed 


_them. It will involve a change for them. Polymer makes no change, and 


Eldorado and none of the others. It is Canadian Arsenals who is the only one 
that I know of that it will affect. 


Mr. Bryce: Perhaps I might just mention that Canadian Arsenals is not 


one of the proprietary companies so it would not be affected by the budgetary 
proposals. It is not listed as a proprietary but as an agency corporation. 


By Mr. Browne: 
@. For whom do they manufacture this ammunition—is it for National 
Defence?—A. Some of it is for National Defence but they have also taken 
orders in the past for various other countries, particularly India and Pakistan. 


The CHAIRMAN: Any other questions on 87— Canadian Broadcasting 
Corporation, item 88, page 25. 
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By Mr. Fleming: . 

Q. You draw attention, Mr. Sellar, here among other things to the action 
of the board of governors in giving away certain government property. You 
make the statement that: 

A presumption is that the Governor in Council would have concurred 
in the action taken, but the files indicate that the corporation acted 
independently although not the owner of the property donated. 


On what do you base that presumption—just that it was a good cause?—A. 
Yes, I base that on the fact that here was a disaster in Rimouski, a serious 
disaster. Here were these additional doors as far as the Canadian Broadcasting 
Corporation was concerned. It was a reasonable thing to assume that the 
government would have said, “By all means make these things available to 
the people of Rimouski.” 

Q@. Did the government at any time ever do that?—A. I do not think 
anybody ever thought of consulting them. This building in Montreal is owned 
by the government, presumably shortwave, but is operated by the Canadian 
Broadcasting Corporation. 

Q. Yes, the property is the property of the government; it has never been 
vested in the Canadian Broadcasting Corporation?—-A. The Canadian Broad- 
casting Corporation is paying rental for space in it. 

@. And charging back portions, so far as the International Shortwave 
Service is concerned?—A. But as far as that is concerned, the government 
is getting a good deal there. I do not think the government is being exploited 
in that way. : 

Q. No, I did not intend to suggest that. This point you have made about 
taking care of the hospital and medical and nursing expenses of an official 
of the corporation, would you enlarge on that subject—I am not going to 
worry very much about details in this particular case because I did make 
some inquiry about it before the Committee on Radio Broadcasting last 
December, I think it was, but I am rather interested in it as to the general 
possibility with respect of illness overtaking the public servants when engaged 
away from home in the course of duty.—A. Mr. Chairman, I think Mr. Bryce 
would be a better man to answer that because the Treasury Board makes the 
regulations. 


Mr. Bryce: Well, Mr. Chairman, the Auditor General has summed up in 
his paragraphs here the general policy that is followed in the Civil Service, at 
the direction of the Treasury Board which is to the effect that in principle 
the government does not pay from public funds those expenditures which, if 
the civil servant took ill at home, he would be expected to pay himself. We 
have recognized, however,—the Treasury Board has recognized, that when a 
man takes ill away from home in travelling that he may have certain hospital 
expenses that he would not have had at home because he may have to go to 
a hospital whereas at home he could be treated in his own home. And for that 
reason the board has authorized the deputy heads in charge of departments 
to approve hospital expenses where they think they arise out of the fact that 
the employee is on travel status up to an amount of two weeks. Now, the 
regulations do not provide for any amount in addition to that. Now, the case 
here, of course— 


Mr. FLEMING: Excuse me a moment, do the regulations not provide for the 
payment of any doctor’s fees or nursing fees? Is it just the hospital? 


Mr. Bryce: Just the hospital. 


Mr. FLEMING: Then you want to make a comment about this particular 
case? 
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Mr. Bryce: I wanted to say the Auditor General has brought out a some- 
what different practice followed by the Canadian Broadcasting Corporation in 
its own corporate practice. 

Mr. FLEMING: I presume the corporation is not bound by the practice of 
_ the government? 

Mr. Bryce: No, sir. 

Mr. FLEMING: It has an unfettered hand in that respect? 

Mr. Bryce: That is regarded as part of the ordinary management of the 
corporation. 

Mr. BENIDICKSON: I notice reference being made to the C.B.C. getting a 
fee of $110,000 for administering the international shortwave service. Has the 
C.B.C. been receiving a fee on a similar basis for some years past? — 

The WITNESS: Yes. It has been the same basis ever since it started. 

Mr. Bryce: I think it has been the same rate. It has received a percentage 
rate on the costs of operating the service—whether that percentage has changed 
at all I must confess I am not too sure. 

Mr. BENIDICKSON: This is based on a particular percentage of expenditure? 

Mr. Bryce: Yes, sir. It is 5 per cent. I think, too, that the Auditor 
General’s office investigated the actual cost for us some years ago and sug- 
gested a rate. 

The WITNESS: In that regard we are requested by Treasury Board to: 
examine the claim of C.B.C. before it is paid. 

The CHAIRMAN: Are there any further questions on the Canadian Broad- 
casting Corporation? If not, we will go on to item 89, Canadian Commercial 
Corporation. ; 


By Mr. Harkness: 


Q. In this I see your net surplus account amounted to $804,000. Where 
would they get this $804,000 surplus from?—A. They are entitled to charge a 
commission on all contracts they place for other governments. They have 
placed very large contracts over the years for international organizations and 
so on. They are entitled to charge a commission on those. 

@. I understand from what you have got in here before that they had 
operated at a loss including these sums of $47,000. They got something from 
the United States government of about $51,000 which would leave them with 
$4,000 only. I was wondering where the surplus came from?—A. In the year 
they had $35,000 from other governments. 

@. In addition to the transactions you have noted?—-A. Yes. 

Q. And the surplus came from them?—A. Yes, and of course this is 
accumulated, too. 

The CHAIRMAN: Are there any further questions on Canadian Commercial 
Corporation? 

The Canadian Overseas Telecommunication, item No. 90. 


By Mr. Harkness: 

Q. You say there they» had an excess of income over expenditure of 
$87,000 odd, and that this sum is surrenderable to the consolidated revenue 
fund. When are funds of that nature actually surrendered?—-A. The financial 
year of this corporation ends on December 31. It held that money in its 
books as at December 31, and between then and March 31 it paid that amount 
over to the Department of Transport. You will find the details at page Z-66. 
Q. The fact that you say it is “surrenderable’”’ indicated to me it was 
still being held and I wondered whether they were blocked up there?—A. I 
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report on their balance sheet as of that date and they surrendered it later. 
You might see in there that I refer to the fact they had not come to an 
agreement with the Marconi people. They have since come to an agreement. 

Q. Is this corporation on what you might call a profit basis?—-A. Yes, sir. 

Q. In other words this surplus of $87,000 odd is likely to continue? 
—A. It was larger in the next fiscal year. 

Q. It will increase rather than decrease?—A. We hope so, but in due 
course they will have to spend quite a lot of money in bringing their plant 
up to date. 

Q. They will get that money as a capital grant from parliament?—A. That 
depends. They have a capital grant they can draw on still of $1 million 
odd in the capital grant you made them. They are accumulating certain 
reserves from depreciation; but they will possibly get a capital grant and will 
be able to finance quite a bit out of their reserves. 

Q. It is a good running business you might say?—-A. We are in a strange 


position there. This company gets business from the Canadian Pacific | 


Telegraphs but it does.not get it from the Canadian National—that is under a 
different contract. 


By Mr. Browne: 

Q@. The Auditor General says: “At the year end, agreements as to value 
had been reached with Cable and Wireless Limited ...”. Is there any reason 
why the value should not be inserted there?—-A. I have not got the figures 
in my head. 

Q@. Well, have you got it in your book?—A. I think it is in the next year’s 
accounts. No, sir, I will have to bring that breakdown for you. 

Q. Well now they have been operating for the Canadian Marconi Company 
before buying out their assets?—-A. No, this is a new company. The govern- 
ment just set it up. 

@. Canadian Overseas Telecommunications?—A. Yes. 

Q. Last year?—-A. Two years ago. 

Q. They bought over this Cable and Wireless Company in Harbour Grace, 
Newfoundland, and now they have bought over the Canadian Marconi interests? 
—A. They Been ated it at the same time. 

Q. At the same time?—A. Yes. 

Q. And just finished it?—-A. They were going to the Exchequer Court and 
then Marconi suddenly reversed themselves and accepted the company’s offer. 

Q@. You have not got those figures here?—-A. No, but it is in the next 
year’s report. That is already before parliament—it has been tabled. 

Q. It was up the other day but I do not think it was tabled?—-A. Yes, sir. 

Q. Marconi?—A. No, Canadian Overseas Telecommunications Corporation. 
They have tabled their report for 1950-51. 

Q. Yes, but I was thinking of the contract with the Marconi people. 
—A. Oh, I do not know about that. 


The CHAIRMAN: Item No. 91, Canadian Patents and Developments Limited. 


Mr. HARKNESS: This seems to be a company which you report has con- 
siderably more in the way of cash reserves than it requires for its operation. 
To whom would that excess cash go back—to the consolidated revenue fund 
or to the National Research Council, and what would be the means of taking 
or ordering it back—of getting it back?—-A. Under the new Financial Admini- 
stration Act, sir, there is a general power given to a minister over a company or 
to the Minister of Finance to seize excess amounts on hand. That part of the 
Act has not yet been proclaimed so the money is still with it. 

In answering your question, whether it should go to National Research 
Council or not I would have to check back and find the source of the funds. 

@. It would go back to the original source?—-A. Not necessarily. 


Bee Se 
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Q. You say the source of the $296,000 was the National Research Council? 
—A. Yes, but I mean the source of the money within the National Research 
Council. It might have had a contribution from some industry. They receive 
special donations and so on and I would have to verify that. 

Q. As things stand until this Act is proclaimed what means is there of 
repossessing this excess cash?—A. A matter of negotiation between the Min- 
ister of Finance and the Minister of Trade and Commerce. 


Mr. Crout: I will bet on the Minister of Trade and Commerce. 
Mr. HARKNESS: You do not think the cash will be surrendered? 
Mr. CROLL: I will bet on him. 


By Mr. Browne: 


@. This is a very small company?—A. It was created, sir, for a very use- 
ful purpose. As you know, under the Research Act, whenever an invention is 
made by a scientist in the course of his working time, it becomes the property 
of the Crown. The Research Council Act permits a share of the royalties to 
be paid to the individual. This company was set up to administer those royal- 
ties and to make agreements so that we would get more money in from them. 
That is the purpose of it—and it is a very small organization. 

Q. Has it got separate offices?—A. I think you can make it singular; I 
think it is all in one single room. 

@. Where is it located?—A. Down at the National Research Council 
building. 

Mr. HARKNESS: There would be one or two employees, I suppose; and 
the chairman of it would be an official in the Department of Trade Commerce? 

The WITNESS: No. He is on the payroll of this company. 

The CHAIRMAN: ‘Canadian Sugar Stabilization Corporation” item 92. 

Mr. HARKNESS: I gather from what you said here that this corporation has 
nothing to do any more, and that it has more or less wound itself up. Is that 
a fact, or is it still in operation to this extent, that it has a staff, and so on? 

The WITNESS: It has no staff. I am not sure whether I have signed a 
certificate to the Department of the Secretary of State for the surrender of the 
charter, but it is a company with respect to which we do not think we have 
‘any audit function to perform this spring. 

Mr. BENIDICKSON: This is not the organization through which the crown 
reimburses civil servants for particularly noteworthy discoveries, and pays 
out patent revenue which the crown gets because the inventor was an 
employee? 

The CHAIRMAN: You are back on item 91. 

Mr. HARKNESS: That is a different kind of sugar. 

The WITNESS: The National Research Council employees, sir. 

The CHAIRMAN: To get back to the sugar, was your question answered, Mr. 
Harkness? 

Mr. HARKNESS: Yes, I think so. 

The WITNESS: It has turned over all its money. It had a few disputed 
accounts down in the West Indies; and it may still be legally existing for the 
purpose of winding up those two or three things. But there are no company 
officials whatsoever on the payroll. 

Mr. HarKNESs: I wondered if there was any existence going on in respect to- 
something which had ceased to operate, but apparently there is not. 

The CHAIRMAN: ‘Commodity Prices Stabilization Corporation Limited” 
item 93. 
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Mr. Crouu: That is wound up, is it not? 
The WITNESS: Yes. 
Mr. Browne: It has not wound up yet? 
The WITNESS: It is inactive, but the charter is still standing. 
Mr. CROLL: Yes, but it is in the act of being wound up. 
-Mr. BRowneE: Has it still got a staff? 
Mr. Bryce: They have a few disputed cases for subsidy refund and such 
which they are settling, so it still is in existence settling certain old claims. 
Mr. CrRouu: But it has no staff. 
Mr. Bryce: There are one or two people working on it, dealing mostly with 
these accounting problems. 


The CHAIRMAN: Are we ready to move on to “Crown Assets Disposal Cor- 
poration” item 94? 


By Mr. Benidickson: © 
@. Could the auditor-general give us the operating expenses of Crown 
Assets Disposal Corporation for the year ending March 31?—-A. The administra- 
tion expenses were $395,000, and the direct cost of sales amounted to $111,000. 
Q. That would include rental and storage costs, would it?—-A. Their 
administration costs in 1951 represented 1-9 per cent of sales. 
Q. But any cost such as storage charges and so on and the rental of premises 


for the storage of goods would be included, would they?—A. That is all charged 
to the corporation. 


Q. It is not like some government departments where the Department of 
Public Works pays the shot?—-A. Unless they took over a hangar from the air 
force which was still full of stuff. I do not think the Department of Defence 
would charge them for the hangar. 


Mr. SINNOTT: You said that 1-9 per cent was the relationship of their 
administrative costs to their total sales? 

The WITNESS: Yes. 8 

The CHAIRMAN: You said that the sales amounted to $20 million. What 


was the cash value of those sales? Have they realized the full amount of the > 
sales? 


The WITNESS: They realized, I think, $20,771,000. They realized $20,659,000. 
It was mostly ships that year. 

The CHAIRMAN: And the balance remains in the books to be paid? 

Mr. Browne: Is that the total realization since the war? 


The WitNngEss: No, for the year. Their total sales since the time they 


started amounted to $406 million. No, wait a minute. $490 million were the 
gross sales. 


Mr. Harkness: I presume the activities of this company are what you might 
say, to a considerable extent, coming to an end also, are they? 


The WITNESS: I would not say they are coming to an end because there is 
still a staff, although it is on a much smaller scale. 


Mr. Crouu: Slightly! 

Mr. HarKNEsS: Their staff has been reduced proportionately? 

The WITNESS: Yes. . 

Mr. SINNOTT: Do you know how many are on the staff at the present time? 
The WITNESS: No, sir. I have not got that figure but I can get it for you. 
The CHAIRMAN: Are there any further questions? 

Mr. BRowNE: Where is it located, here in Ottawa? 
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The WITNESS: Yes, sir. : 
Mr. Browne: And has it got agencies throughout the country? 


The WITNESS: They had agencies, but whether or not they have them now 
in the principal cities, I do not know. 


Mr. Crouu: They still have them in the larger cities, such as Toronto and 
Montreal. 


The WitTNESS: And Vancouver. 


Mr. Browne: I know of the Toronto and Montreal offices; and you say 
there is one in Vancouver too. 


The CHAIRMAN: “Custodian of Enemy Property”, item 95. 
Mr. HARKNESS: You have this statement: 


All properly proven claims against the Custodian have been 
settled. .. 


I have heard a considerable number of complaints about claims for 
property on the Custodian of Enemy Property not having been settled, and 
there was, I think, a certain amount of dissatisfaction about the slowness of 
settlement of these claims. What is meant by “properly proven claims’ there? 


The WITNESS: You are referring to World War I. 

Mr. Crouu: The first paragraph. 

The WITNESS: You are dealing with World War I. 

Mr. HARKNESS: Oh, I did not notice that was only World War I. 
Mr. CRouuL: I suppose it is where they have an agreed amount. 


N 


By Mr. Harkness: 


Q. What about the settlement of accounts for World War II? Apparently 
very little has been done in connection with that?—-A. World War II: the 
amount of property in their possession steadily going down. It was down 
last year to $33 million, I think. 

: Q. That means about $20 million was paid out?—-A. In the year. 

Q. Since December, 1949.—A. You see, a great deal of the property that 
they held was not enemy property but that of friendly countries which were 
occupied. We held a great deal of French property. 

Q. Do you consider that these claims are being met with reasonable speed, 
or do you and your audit go into that question?—-A. No sir, we do; not go 
into that, in our audit. 

Q@. You would not feel competent to pronounce on it?—A. No. I would 
be a very poor person to express an opinion on that. 

@. It may be that Mr. Bryce could give us an opinion? 


Mr. Bryce: The Custodian of Enemy Property branch is really a separate 
trust operation with which the Treasury Board and my operations do not really 
come much in contact, I am sorry to say. 


Mr. HARKNESS: You are aware that there have been complaints about the 
lack of speed in settling claims? 


Mr. Bryce: I have heard there were complaints, but we regard it as a 
matter for the Secretary of State and the Custodian’s office. 


Mr. Benrpickson: Is it the custodian of enemy property who has control 
over the so-called Polish Treasures? 


The CHAIRMAN: I think that is the Quebec government at the moment. 


Mr. PEARKES: Would claims by Canadian nationals who lost property or 
who received damage in the Philippines or in any of the islands in the Pacific, 
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when they were escaping from the Japanese or moving away from the Japanese 
invasion at the early part of the war, come under this vote? 

Mr. Bryce: There have been recently certain regulations made for interim 
compensation for such war claims. 

Mr. CROLL: You have not got Mr. Pearkes’ question. ) 

Mr. PEARKES: Are they paid out of this fund or are they paid out of 
another one? 

Mr. Bryce: They would come under the general question of compensation 
for war claims. They are not the Japanese property claims that are referred 
to in this paragraph. | 

Mr. PEARKES: I know that, but they would come under this general 
heading? ‘ 

Mr. Bryce: They are administered by the Office of the Custodian of 
Enemy Property, but they are not part of the accounts mentioned here. 

The WITNESS: They come within that inquiry that Chief Justice Ilsley 
has recently undertaken and they have all recently been covered in that 
inquiry and the consideration given to them. I. do not know, but they all 
come within the ambit of his instructions. 

Mr. CROLL: General, what was your question? 

Mr. PEARKES: I wanted to know if they were being delayed. 

Mr. Crouu: Did you say this was a Canadian in the Philippines who had 
property there? 

Mr. PEARKES: Who lost property. 

Mr. CRoLL: Not any other damage, property damage only? 

Mr. PEARKES: I know several cases, some with property and some with 
physical damage. * 

Mr. Croutu: There is a distinction there because I know of some of the 
physical damage and the Custodian will not deal with it at all. That is exactly 
the point I wanted to make. 

Mr. Sinnott: Are you referreing to World War I? 

Mr. Crotu: No, World War II. The Custodian won’t deal with the physical 
aspects of it at all. 

Mr. PEARKES: I know there has been considerable delay and not a little 
hardship on the part of people who lost everything in the early days of the 
war and have had very little, if any, refund made to them. 

Mr. Bryce: As Mr. Sellar says, this matter was under consideration by 
Chief Justice Ilsley. He made certain recommendations and asa result of those 
recommendations there have been regulations made for the payment of interim 
awards in cases of hardship, and certain cases of that sort have been under 
consideration recently and are in the process of examination at the present 
time. 

Mr. PEARKES: Do you know whether any payments have been made? 

Mr. Bryce: I do not believe, sir, as yet any actual payments have been 
made. 

Mr. PEARKES: That is what I am concerned with. 

Mr. Bryce: These are very difficult cases, as you are aware, because of the 
nature of the evidence and things like that. 

Mr. Sinnott: What efforts are being made to clear up these accounts dating 
from World War I? 

The WITNESS: The problem there was the tremendous volume of work 
arising out of World War II, which threw everything in connection with World 
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War I into the background, and the Assistant Deputy Custodian, Mr. Mathieu, 
undertook to deal personally with these old disputed claims in connection with 
World War I, but he just did not have time to do everything, but I think that 
they are practically all cleaned up now. There are some disputed claims which 
the government will never recognize and on which the people argue they have 
a legal claim but are scared to go to the courts with it, but they are still saying, 
tentatively, there is that contingent risk. | 

Mr. SINNOTT: There is no way of writing it off? 

The WITNESS: Death alone will stop these people from threatening to sue 
the government. 


By Mr. Ashbourne: 

Q. This amount of $296,000 worth of corporate shares. Will you explain 
that item?—-A. Those were shares that were seized, shares that were in the 
country and were taken possession of, but they have never been converted, 
and for valuation purposes those are taken at the net worth at the time. We 
simply had to put in those figures to show it was not in the form of cash. 

Q. In 1914-1918? That $296,800 represents the value at that time?—A. Yes. 
Most of them were Canadian Pacific shares held in Germany. 

Q. They will have quite an appreciation at the present time, I should think? 

The CHAIRMAN: The stock went up to 60-something, but it fell down 
to 4 later on. What is it now? 

The WITNESS: Thirty-six. 

Mr. HARKNESS: In connection with the third category of accounts, that is 
the property seized from persons of Japanese race in the early part of the war, 
you say claimants are required to sign a general release before a payment is 
made. What is meant by that, I presume, is that even if the claimant has a 
claim worth $10,000 and he is paid $1,000, he has to sign a general release for 
all the claim. 


The WITNESS: Yes, sir. 
The CHAIRMAN: A commission studied all the claims. 
Mr. CRouuL: It was the Byrd Commission, was it not? 


The CHAIRMAN: That commission went into all the claims in detail and 
assessed their worth. We had evidence before this committee, and recom- 
mended that these claims be given careful study by an independent body. 
The commission was then appointed and it assessed a fair value on the losses 
of those people who had put in claims. Like every human endeavour, they 
may not be an exact valuation but they are the best efforts of the commission. 


Mr. HarKnNESS: The claims paid last year, then, were in accordance with 
the findings of this committee? 


The WITNESS: Yes, all in accordance with the findings of the commission. 
The purpose of having a general release is to avoid facing lawsuits later on. 


By MriCretl: 

Q@. While we are on that, have you any idea how many claims are out- 
standing where people have refused to sign a general release?—-A. I can only 
give you the figures at the year-end. I cannot give you the number of claims, 
only the amount of money involved. 

Q. How will that help me?—A. They paid $195,000 out and there was 
$296,000 still to be paid. 

Q. Yes, by our calculations, $296,000 to be paid under the Byrd Com- 
mission.—A. I do not know whether it was the Byrd Commission. 
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Q. Justice Byrd sat on the commission and they dealt with each claim, and 
$195,000 has been paid and $296,000 is outstanding?—A. As of December 31 
a year ago. 

The CHAIRMAN: That is December 31, 1950. 

Mr. Crouu: I see. Well, it may be cleaned up by now. 

The CHAIRMAN: The next item, No. 96, Defence Construction Limited. 


By Mr. Benidickson: 

Q. On this, Mr. Chairman, I notice that all but $8,000 of the expenses 
of this company for its operations during the first year of its existence, namely 
$394,000, represents charges by Central Mortgage and Housing Corporation 
for management, supervisory and administration services provided by C.M.H.C. 
Does this represent a form of disbursement or is this another cost plus or 
management fee like the C.B.C. receives for the international shortwave 
service.—A. The purpose, sir, of revising this corporation was that the Depart- 
ment of Defence Production wanted somebody to supervise the various con- 
struction projects across the country. And they wished to use the organization, 
Central Mortgage Corporation, but under the terms of its legislation it was 
prohibited from dealing directly with them so they brought in this body in 
between them and had it act as an agent. It represented a situation wherein 
Central Mortgage and Housing Corporation was to supervise the carrying out 
of various projects required for the Department of Defence Production. The 
item of $8,000 represented President Johnston’s salary and expenses, interest 
charges and a few things like that for four months only. 

Q. There was no over-riding fee; they merely pay Central Mortgage and 
Housing Corporation for the actual expense of the work under set up balances 
of Defence Construction Limited.—A. My memory may not be good on this 
point. I am trying to think back 18 months. I think that was on percentage 
basis. I think there was some talk at the time, and I think that it represented 
a percentage—Il1 per cent or something like that—I forget what it was. I am 
not sure whether it was a flat fee or what. 

Q@. These are contracts awarded to supervise the doing of the work?— 
A. To supervise the functions. I am going actually by memory in speaking 
like that. 


By Mr. Stewart: 

Q@. Could Mr. Bryce tell us why the Act was not amended instead of 
setting up a new corporation for that? I presume there must be some good 
reason. In other words, why could not C.M.H.C. have done it by an amend- 
ment to the Act rather than setting up a new corporation to do this.—A. I am 
sorry, sir, I would have to enquire about that. I recall at the time that there 
was a time factor involved and they were anxious to get operating; and there 
were reasons arose against C.M.H.C. doing it directly. I would have to 
enquire; I would have to find out from the Department of Defence 
Production. 

Mr. STEWART: All right. 

The CHAIRMAN: Eastern Rockies Forest Conservation Board: 

Mr. CROLL: We will be having maritime Rockies next. 

The CHAIRMAN: Any questions, gentlemen? 


Eldorado Mining and Refining (1944) Limited: 


By Mr. Harkness: 


Q. How many shares of this company are now not owned by the govern- 
ment?—-A. None, sir. They were all appropriated. 
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ee Q. 1 don't think that 15—out of 70, 500—works out to this figure. a 
- my arithmetic, my mental arithmetic is not as good. as it should be. 


Mr. Brenrpickson: But would not this be a new corporation after the 
expropriation of the shares owned by private individuals in es original Eldor- 
ado company: 

Mr. HarkNEss: That is correct. I am right in my arithmetic. 
The WITNESS: When the company was expropriated an order in council 


was passed under the War Measures Act simultaneously which converted it 


into a dominion charter. Later, a new charter was secured from the Secre- 
tary of State department. under the Dominion Companies Act; and it was 
varied a little in terms, and then, later on, certain advances which had been 
made for exploration during the war to the company were converted into 
shares. Those I think were the changes which you were thinking of, sir. 


The CHAIRMAN: Export Credits Insurance Corporation: 


By Mr. Harkness: 
Q. Is this what you might call a going concern?—A. Oh, yes. 
-Q. What I mean by that-is, is it returning a profit?—-A. It has made big 
profits. 
Q. It has?—-A. Yes. 
« Mr. STEWART: Has it been over-capitalized? Is that on its capital? 


The WITNESs: It makes it on the volume of business. I can’t say whether 
it needs $10 million—others may disagree with me on that. 


Mr. StnnotT: Can you tell us what the profits were last year? 
The WITNESS: $650,000 sir. 
The CHAIRMAN: Federal District Commission, item 100: 


By Mr. Browne: 

Q. Where is the head office of the Federal District Commission?—A. Carl- 
ing Avenue, Ottawa. 

Q. Has ita building of its own?—-A, Yes sir, on the slope of the hill. 

Q. I notice, “certain charges, noted below, were not properly recorded. 
The excess of expenditures over the grant was financed from other income 
of the commission.” What was the cause of that?—-A. They received a grant 
of $300,000 for the general maintenance of driveways and so on. They are 
also paid so much out of the Public Works vote for the care of Parliament 
grounds and other grounds. They charged up all these grants to that ground 
vote. Certain charges that should have been charged to the $300,000—just 


off hand I-would say to the extent of about $16,000. 


Q. Was this the first time they did that or was it a practice?—A. No, it 
is not a practice, sir. 

Q. Were they doing it intentionally, deliberately?—-A. No, they were 
not doing it deliberately, but I did not know how—they would have if they 


- had it in their $300,000; it wasn’t enough to carry out. It wasn’t deliberate, it 


just happened. 
Q. Are they getting an ‘radod grant this year?—-A. No, the grant 
is fixed for 10 years at a time. 


By Mr. Croll: 
Q. Are they using it?—-A. I beg your pardon? 
-  Q. Are they using it, that grant?—A. Yes. But the difficulty is ‘that 
they went from $30,000 to $40,000 over their grant and they are getting it 
from their other grant. 
58825—2 
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Q. Where do they get that?—A. Savings from other years, from the — 


$300,000 granted to them in that vote. 


By Mr. Browne: 


Q. They don’t spend it all each year?—A. No. 
Q. And they can let it accumulate?—-A. Yes, they can accumulate it. 


By Mr. Croll: 


Q. And is this amount we are voting becoming inadequate—I don’t suppose 
that is a question for you—is there a need for a greater grant? Is that their 
claim?—A. If the cost of construction work and wages stays up the $300,000 
will become inadequate. 

Q. For their plans, how far in advance?—A. For the maintenance of 
these driveways, and so on. 

Q. Yes. The $300,000 was given—when was the last time we voted on 
that?—A. From memory, sir, 1947. 

Q. 1947, for a period of 10 years, that would be to 1957. What you 
suggest is that the cost of construction is rising in such a way as to make the 
$300,000 inadequate for the purposes for which it was originally intended? 
—A. Coupled with the greatly extended driveways. 

Q. And that was not contemplated when the $300,000 was voted?—-A. That 
I would not know the answer to, sir. 

Q. But they have had to dip into their reserves now?—A. Yes, sir. 

Q. And how far have they depleted their reserves?—-A. They have 
enough to carry on with for 2 or 3 years yet. 

Q. They have enough to carry on for 2 or 3 years yet. That will bring 
them up to 1957; it will not last until the end of the 10 year period?—A. No. 


By Mr. Browne: 


Q. The Mackenzie King Bridge, does that come under their fires The 
government is paying for the bridge. It is being erected through the Depart- 
-_ ment of Public Works, but the maintenance of it, I think, becomes municipal; 
I am not sure of that, sir. 
Q. I do not think there will be much maintenance on that, will there?— 
A. There will be in time. 
Q. There is not much traffic on it. 


By Mr. Croll: 


Q. Now I have one more question on this item: Is this undertaking of the 
Federal District Commission being in any way in your opinion, jeopardized by 
reason of lack of funds?—A. I think, sir, there should be a provision somewhere 
that a replacement fund may be accumulated, 

Q. I see, a replacement fund may be accumulated?—A. A small percentage, 
yes; so that when they have to repave a road they will have the money. And 
now, the alternative to that is to go to parliament for a special vote when they 
need to do something of that sort. 

Q. And you think that of the two, going to parliament for a vote or build- 
ing up a replacement fund, that the latter is the more desirable of the two, 
from the business point of view?—-A. Well, if they go te parliament they will 
ask you for a lot of money— 

Q. That is it—A.—while if you have them on an actual replacement basis 
fixed on engineering experience you would have a better yardstick. 

-Q. Is that in Mr. Bryce’s department?—A. They are under the Privy 


Council. It is really Duncan MacTavish who is the chairman of the Federal 
District Commission. 


“ 
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The CHAIRMAN: Foreign Exchange Control Board, 101. 


By Mr. Harkness: 


Q. You show there an earnings in 1950 amounting to $19,749,000; what ° 
was the source of those earnings? Was it profit on their exchange transactions? 
—A. Yes, sir, and the fluctuating rates on exchange. 


By Mr. Benidickson: , 
Q. Have they had losses some years?—A. They had a big loss last year. 


By Mr. Croll: . 


Q@. That was in the exchange with the American dollar, you mean?— 
A. Every time the American dollar goes up we take a loss, of course. 


By Mr. Harkness: 


Q. That was just the point I was coming to. This same document that we 
will get next year will show, instead of this $19 million profit probably a very 
considerable loss?—-A. The document is already tabled in the House, sir. You 
see, this is a report which is required within three months after the first of 
January and it has already been tabled for 1951. 

Q. I mean when it comes into our review here in this committee next year? 
—A. Yes, you will have a sad figure next year. 

Q. And that is their only way of making either profit or loss is on the 
fluctuation in the exchange rate essentially?—-A. Plus their earnings on interest 
on investments in the United States securities. 

Q. That is what I wanted to get at. They have no earnings, of course, on 
gold and the American dollars they hold which amount to $1,600,000,000 or 
something, but if they hold American securities they have the interest on 
those?—A. Yes, they hold a lot of short-term American securities. 


By Mr. Croll: 


Q. Well, was that a matter of investment for them?—A. Yes. 

@. They chose certain securities?—-A. They would buy American dollars 
for exchange purposes. Instead of leaving the money lying idle in a bank, 
they would buy 90 or 120-day United States government securities. 

Q. United States government securities—not common stocks?—A. Oh, no, 
by statute they cannot buy anything but government stocks. 

Q. My next question was going to be in view of the profit to give us a list 
of those securities, but I see it is not necessary. 


Mr. HARKNESS: You thought you might get a line on something. 


Mr. CROLL: Yes, I was just edging. for it. I was going to get some 
advance information. 


The CHAIRMAN: 102, Greater Winnipeg Dyking Board. 


103, National Battlefields Commission. 


Mr. Crouu: Mr. Stewart, aren’t you going to ask any questions on that 
at all? 


Mr. Stewart: All I would do is pass a comment that I am absolutely 
flabbergasted that the government of Manitoba was paid more than 25 per 


-cent. 


Mr. CROLL: You would. 
The CHAIRMAN: 104, National Harbours Board. Any questions on 104? 
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105, Northern meenspuriatien Sees Titnited: 
By Mr. Harkness: 


Q. Is this the company which operates river boats up ‘the Athabasca ee : 


Mackenzie rivers?—A. Yes, sir. 


By Mar Croll: 

Q. Getting back to 104 for one moment, there is a deficit in Halifax, 
Saint John, Chicoutimi and Quebec. I wonter whether Mr. Sellar or the 
parliamentary assistants could tell us why, as against the surplus in Three 
Rivers, Vancouver and Montreal—on page 30?—-A. In my view, sir, you 
will have to ask the people who know more about operating than I do, but 
in my view the problem of those ports is essentially the interest that has 
to be paid on the capital investment. If you will notice there towards the end 
of the report I put the interest in arrears. You will see that Quebec is 
$12,885,000 for interest alone and that is all taken into calculation whether 
they have got a deficit or a profit in the year. It would be interest charges, 


Q. Is that then considered in the national interest? 
The CHAIRMAN: Well, you can’t close the port of Quebec, I don’t think. 


By Mr. Croll: 
Q. Is that the over-all view?—-A. Well, I have argued before, sir, that 
you have to regard these ports from a national viewpoint as important facilities 
for the transport of our trade both incoming and outgoing and there are 


certain ports where the facilities are not used enough to permit port revenues 


to be adequate to bear the costs of those facilities and I think that sooner or 
later you have got to treat these national harbour ports the same as you are 
going to treat the railways and forget some of the investments in the hope 
of getting back some of the capital and regard it as a facility rather than an 
investment. 

Q. Why don’t you make a recommendation sometime?—A. I have tried it 
several times. 

@. Try it.again.—A. Three Rivers, for example, is a well run port with 
very limited capital investment. Vancouver has always been a good paying 
port. But as to some of the others, they are good only in the war years. 


Mr. BENIDICKSON: But you must remember we were asked the other day 
for additional expenditures for Vancouver. They claim they had lagged some- 
what behind other ports. 


The CHAIRMAN: We have asked for expenditures for Quebec because even 
going on the roadways in the harbour you can ruin a car the way they have 
let it do down so as to try to cut the deficit each year, but they do not get 
enough revenue to pay the interest on the heavy capitalization. 


Mr. SINNOTT: Isn’t this National Harbours Board the same board that 
operates the port of Churchill? 

Mr. CROLL: Yes. 

Mr. Sinnott: I don’t see Churchill here. 

Mr. Crouu: Yes, Churchill has a deficit. 

Mr. Harkness: $194,000 deficit. 


Mr. SInNoTT: The deficit is $194,390. That is very little in comparison to 
the deficit of $12,885,000 in Quebec. 

Mr. CROLL: But the Quebec has accumulated over more years than you 
and I have lived. It is a very old one. It was originally, if I recall—Mr. Sellar 
will correct me on it—it was originally built up in order to have the availability 
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. for war purposes. It was started in World War I and constantly built up to 
- have it available. The expenditure is there and afterwards there is not much 
use for it. They have, of course, done the same thing there, as was pointed 


out by Mr. Sellar, as they did with the Canadian National Railways. 
The CHAIRMAN: The same thing was done when the Transcontinental was 


built to Quebec in the hope that the grain might flow out of Quebec and all 


the large companies’ had their interests in Montreal and they managed to keep 
the traffic through to Montreal in the summer time and Portland, Maine in the 
winter instead of Quebec. And then, as Mr. Croll stated, they had to extend 


_ the facilities because Valcartier was the starting point of all the troops and 


materials going overseas except in the winter months. It has been abandoned 
to a large degree in the last ten or twelve years and representations have been 
made by the Quebec Board of trade to the Department of Transport now to try | 
and keep the facilities at least in a moderate state of operation. 

They have two or three sheds there that are nearly abandoned that have 
to be rebuilt and yet the port cannot make a profit on the investment that has 
been made in the first war and during the years that they had the prospect of 
realizing the dream made at the time of the building of the Transcontinental 
that since it would shorten the route from the west to the ocean the harbour of 
Quebec would gain in importance but it did not work that way although the 
investment was made and the grain elevators were built. Some years we had 
even to store wheat there to try and keep the place busy. 

Mr. BorsverT: And, Mr. Chairman, also to have accommodation for bigger 
ships. 

Mr. Stnnott: As I understand it, the interest in arrears is increasing rather 
than diminishing. 

Mr. Crouu: That is right. 

The CHAIRMAN: It is the same as the Canadian National Railways capital- 
ization as Mr. Croll stated. Are we through with the Northern Transporta- 
tion, 105? 

Mr. HARKNESS: No, we got interrupted and we reverted. 


By Mr. Harkness: 
Q. It seems that on the income your profit of $425,765 is very much con- 


sidering that the total amount of business done was $1,771,000. Would you 


make any comment on that, Mr. Sellar?—-A. No, sir, it is a peace and famine 


business, of course, in the north country. 


By Mr. Croll: 

Q. Where is the famine?—-A. When you have bad years. 

Q@. Have we had bad years there?—-A. No, but you used to have. The 
Hudson’s Bay Company pulled out of that route altogether; at one time there 
were three companies competing for business. It is now down to one, but so 
far as the profit goes there the rates are fixed by the Board of Transport 
Commissioners. 


By Mr. Harkness: 
Q. That is, the maximum rates are fixed?—A. Yes. 
Q. And these people actually charged lower than the maximum rates in 
some cases?—A. Yes. 
* Q. They have a monopoly and it would seem to me it would be proper, 
good government policy and the company is owned by the government, to reduce 
those rates in the interest of encouraging people to open up the north country? 


_ —A. One answer to that, sir, would be this: there are two or three very long 
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portages which are very expensive to cross and the company is spending an 
amount of money every year to simplify the crossings and reduce the cost of 
“handling the freight. So that in two or three years they will be able to gener-— 
ally operate the business much more cheaply than they are now. Furthermore, 
in recent years they have had to replace a lot of the barges which were worn 
out and had to put in steel barges but it is quite a large capital outlay. 

Q. I see they had depreciation, though, of $242,000 this year, which would 
have covered a good deal of that. 


Mr. MAcDONALD: Mr. Chairman, I would like to interject here that this 
company is very well managed by Mr. Brodwick and Mr. Bennett, the president 
of the commission concerned and there are a lot of factors to take into account 
with this northern transportation, getting the freight in there in the proper 
season, seeing they are not cut off by the freeze-up and so on and I think this 
is a very good reflection on the management concerned, that they can show an 
income of an amount of $425,000. 


Mr. HARKNESS: I think Mr. Macdonald’s remarks are very proper, but 
the point I was concerned with was whether it would be within the purview 
of this committee to make a recommendation that in the interests of encouraging 
development in the north country the rates might be reduced. 

Mr. SINNOTT: Create more volume. 


Mr. HARKNESS: Yes, there are lots of people who might go into that 
country if they could do so more cheaply than they can at the present time, 
both for prospecting purposes and other developments. 

Mr. MACDONALD: Don’t you think it rather presumptuous for us to start 
setting the rates here on a company that has such good management? 

Mr. HARKNESS: I should not think we should be setting rates. I was 
wondering, as I said, whether it would possibly come within the purview of 
this committee to make a recommendation. 


The CHAIRMAN: It might, but before we do that we would have to go a 
little more closely into the affairs of the company and know whether the 
idea of reduction is substantial by the need for it and if it is advisable to do 
it. I do not think the committee has enough information with these paragraphs 
and a few sentences from the Auditor General to warrant a recommendation 
one way or the other. 

Mr. HARKNESS: I would agree with that. I would think it is perhaps 
one of the things that the agenda committee might consider, whether we 
should have it studied. 


The CHAIRMAN: If you want to move that we can go into that in the 
agenda committee and see if we can get these people. If you will notice in 
the report there is this statement: 

The company reduced its charges to the three points in accordance 
with the board’s directives, but it has indicated that it does not currently 
intend to increase those rates which are now lower than the new rates 
prescribed by the Board of Transport Commissioners. 


So they must not be so very high if they are lower than the rates prescribed 
by the board. 

Mr. HARKNESS: They are high enough so that they make a profit on gross 
business of over 25 per cent. 

The CHAIRMAN: I hope you would not suggest that it is a good idea not 
to take profits when we have to protect the peoples money. If they had*a 
deficit they would be told they had not administered the company well. 

Mr. HARKNESS: My concern is entirely whether in the interests of develop- 
ing that north country it would not be advantageous to have the rates reduced. 
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The CHAIRMAN: Another thing is to know whether representations have 
been made in any definite form as to why they should be reduced and to 
have the board’s views. That would be quite a lengthy study but we will 
take a note of this request by Mr. Harkness. 


Item 106, Northwest Territories Power Commission. 


107, Park Steamships Company Limited? 

Mr. BROWNE: Is that company still in operation—operating ships? 

The WITNESS: It has no staff. It is technically in existence but officers 
of the Department of Transport and the Marine Commission are really function- 
ing as the officers. There are four ships still in existence, I think, all under 
the management of the United Kingdom government. The rest have been 
sold and the business is practically done. 


The CHAIRMAN: Item No. 108, Polymer Corporation. 
Mr. BROWNE: This company makes money? 
The WITNESS: Fortunately last year it did and again it did this year. 


The CHAIRMAN: Well, we have reached the last item of this report. We 
now have the appendix—are there any questions on refunds and remissions— 
pages 33 to 37? 


Mr. BENIDICKSON: What would the remission to the Newfoundland Mar- 
- garine Company be on page 35? 

The WITNESS: It was agreed, sir, at the time of union that margarine would 
be imported into Newfoundland duty free. The source was the United States, 
I think, and this was the remission in accordance with that understanding. 

The CHAIRMAN: Are there any further questions? 


By Mr. Harkness: 


Q. The largest sum I see here is $742, 000 to the British American Oil 
Company Limited. What would that remission be for?—A. That covers petro- 
leum products imported from California for processing purposes in Canada. 

Q@. What would be the reason for that remission being given?—A. I do 
not think the order in council stated that and my interest stops with who 
exercises the discretion. 

Mr. BENIDICKSON: Most of the oil companies get that. I see Imperial Oil 
here. ; 


Mr. HarRKNESS: Can you answer, Mr. Bryce? 


Mr. Bryce: I am sorry, sir, I should be able to but it has to do with the 
technicalities of importing and processing crude oil. There are certain cases 
where the oil companies cannot get regular crude and they import a partially 
finished product that does not quite come under the ordinary tariff. It is 
that sort of operation I believe. Then, at certain times the oil companies 
have difficulty in getting Canadian coastal transport and they are allowed 
to hire tankers to engage in coastwise operations at so much per month. That 
sort of thing occurs and I could find out about this particular case. 

Mr. HARKNESS: It is all right but I just wondered why they would come 
in there or what would be the reason that the ordinary tariff would not apply. 


Mr. McCusker: Would it be for high octane gas for aviation? 
Mr. Bryce: I will find that out for you, sir. 


By Mr. Stewart: 


Q. Has Mr. Bryce got any information on the item of $616,000 for a pro- 
vincial pipe line? Why should there be a refund there?—A. It was the remis- 


sion of a 60 per cent duty tax paid on steel pipe used on the line between 
Edmonton and Regina. 
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Q. Pipe imported from the United States?—A. I io. not iknow: whether _ 4 
it was from the United States or the old country. | ast aghe ue 
Mr. Harkness: I think it came from the United States. an se ee 

Mr. Sinnott: It was larger pipe. . oe eae 

Mr. HaRKNESS: It was not available in Canada. No Company in Canada x 
makes pipe of that size or did not do so at that time. I do not know whether " 
they do now. ; : 

The CHAIRMAN: Are there any further ey eaaeetn on these items, gentle- 
men? 

Then we have completed consideration of the Auditor General’s report. pS ae 

There remains for the agenda committee to decide on a few items which ~ 
‘have been left in abeyance. There is item 17 on page 6 and it was proposed 
that a recommendation be made that the rate be increased in order that the 
scheme may be made self-supporting. It concerns the Canada Shipping Act 
and the rate paid by steamship companies for the care of sick mariners. That 
matter was. proposed by Mr. Cavers and Mr. Browne. 4 

Then we have items 28 and 29 on page 9 and a proposal to call witnesses 
if necessary from the Veterans Land Act administration. 

On page 11, item 31, case No. 2, it was proposed that we call a witness ~ 
from Canadian Arsenals—requested by Mr. Pearkes. 

Item 39, case No. 3, a witness from Indian Affairs requested by Mr. 
Harkness. Item No. 86 on page 24, army benevolent fund, a request for a 
witness to discuss the expenses of $63,000—the request by General Pearkes. 

If it is agreeable the committee might meet on Tuesday next at 4 o’clock. 
In the meantime the agenda committee will get together and see how we can 
arrange for the proper witnesses to be brought before the committee. 


Mr. HarKNESS: There would also be this Northern Transportation Com- 
pany. 
The CHAIRMAN: Oh, yes, also the Northern Transportation Company. 


Do you agree, gentlemen, that we are through with the Auditor General 
as far as our work on this is concerned. On these other items he has referred 
us to other witnesses. 


If there are no further questions I will express the thanks of the com- 
mittee to the Auditor General for his collaboration—his usual very enlighten- 
ing co-operation. We will also thank Mr. Bryce for his assistance to the: 
committee in performing our work. y 

The committee stands adjourned until Tuesday next at 4.00 p.m. 

The committee adjourned. 
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MINUTES OF PROCEEDINGS 


House oF Commons, Room 430, 


TUESDAY, June 3, 1952. 


The Standing Committee on Public Accounts met at 4.00 o’clock, p.m. The 
Chairman, Mr. L. Philippe Picard, presided. 


Members present: Messrs. Anderson, Ashbourne, Benidickson, Blue, Bois- 


vert, Boivin, Browne (St. John’s West), Cavers, 


Fleming, Fraser, Fulford, 


Gibson, Harkness, Kirk (Antigonish-Guysborough), Kirk (Digby-Yarmouth), 
Major, Picard, Riley, Robinson. 


In attendance: Dr. G. D. W. Cameron, deputy minister, and Dr. W. H. Frost, 
assistant chief of the Quarantine, Immigration Medical and Sick Mariners 
Division, Department of National Health and Welfare; Mr. T. J. Rutherford, 
director, Mr. W. Strojich, a/superintendent of Property Division and A. D. 
McCracken, executive assistant to director Veterans’ Land Act Administration; 
Commander (L) E. J. Apps, R.C.N. and Mr. L. G. Crutchlow, of the Electronics 
Division of the Canadian Navy; Major D. M. MacKay, director of Indian Affairs. 
Branch, of the Department of Citizenship and Immigration; Mr. H. C. Chad- 


derton, secretary, Army 


Benevolent Fund. 


The Chairman read a letter from Mr. R. B. Bryce, assistant deputy minister 
of Finance, to the Committee in which replies are given to questions asked of 
Mr. Bryce at the previous meeting. 


The Committee enquired further into certain items of the Auditor General’s 
Report for the fiscal year ended 31st March, 1951, and as each such item was 
called several witnesses were heard as follows: 


Items Called 
TIA OY One's eats vale Shee ele 
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31 (case II), page 1l.... 


39 (case III), page 14.. 


BOT DALE Danis. visa wip 6 wiels e 


Subject 


Administration of sectiom 305 of 
the Canada Shipping Act, c. 44, 
1934, concerning Scheme for medi- 
cal services to mariners. 


Administration of Veterans’ Land 
Act, c. 33, 1942-43. 


Purchase of radar equipment for 
ships. 


-Rental agreements — Copeland 


Building, Ottawa. 


Administration cost of Army 
Benevolent Fund. 


Witnesses Heard 


Dr. G. D. W. Cameron 
DrivwWeo Hv Erost 


Mr. T. J. Rutherford 
Mr. W. Strojich 


Cdr. (L) E. J. Apps, 
R.C.N. 


Major D. M. MacKay 


Mr. H. C. Chadderton 


At the conclusion of his testimony each witness was in turn thanked by the 
Chairman and was retired. 


It was agreed that an official from the Department of Public Works be 
requested to appear at the next meeting of the Committee, to testify in respect 
of Item 39 (case III), page 14, concerning the rental agreements entered into for 
the Copeland Building in Ottawa. 
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The Committee further discussed Item 105, page 31, concerning Northern — 
Transportation Company (1947) Limited. | as 


The Chairman informed the Committee that Mr. W. J. Bennett, president 
and managing director of Eldorado Mining Refining Company, of which Northern — 
Transportation is a subsidiary, was absent from the city but that arrangement — 
would be made to have Mr. Bennett, or some other official of the Company, 
appear before the Committee at the next meeting. 


At 5.55 o’clock p.m., the Committee adjourned to the call of the Chair. 


ANTOINE CHASSE, 
Clerk of the Committee. 
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EVIDENCE 
June 3, 1952. 4.00 p.m. 


The CHAIRMAN: Gentlemen, before we call any witnesses I would like to 
read a letter received from Mr. Bryce, assistant deputy minister of Finance, 
giving the answers to two questions asked at the last meeting. 


Ottawa, June 3, 1952. 
A. CHASSE, Esq., 
Committee Clerk, Public Accounts Committee, 
House of Commons, 
Ottawa, Canada. 


Dear Mr. CHassE—At the last meeting of the Public Accounts Com- 
mittee I was asked two questions which I could not answer at the time, 
but about which I promised to furnish information later. 


The first question was: ‘‘Why was it considered necessary to set 
Defence Construction Limited rather than simply use the Central 
Mortgage and Housing Corporation, with whom Defence Construction 
Limited entered into a management contract?’ Upon inquiry I have 
found from the Department of Defence Production that the essential 
reason was that it became necessary to make some arrangements for a 
company to act on behalf of the Minister of Trade and Commerce in 
arranging for the construction of defence works under the Defence 
Supplies Act, late in 1950. Parliament was not in session at the time, 
and the Defence Supplies Act provided that the Minister could employ 
the Canadian Commercial Corporation or any company to which the 
Government Companies Operation Act applied, for this purpose. As 
the Canadian Commercial Corporation was being fully utilized for the 
procurement of defence supplies, and as the Central Mortgage and 
Housing Corporation was established by special statute and was not 
a company to which the Government Companies Operation Act applied, 
it was considered the simplest course to utilize Wartime Housing Limited, 
to which that Act applied, and change its name to Defence Construction 
Limited to reflect its new role. The latter company then entered into 
a management contract with Central Mortgage and Housing Corporation, 
so that there would be no need to duplicate any of the staff or field 
organization of the latter company. The creation and role of the 
company were announced in a press release of November 23, 1950, 
and the Minister of Defence Production explained the relationship 
between the two companies in answer to a question in the House of 
Commons on June 14, 1951 (Hansard, page 4118). 


If anybody wanted further information on this we could call Mr. Bryce 
back, but it was considered at the last meeting that probably his answer on 
this would be sufficient. However, if some members are not satisfied with that, 
we can ask him at.a later meeting to come, but his answer will be printed in 
the report of our proceedings. 


The second question concerns the remission of customs and excise 
duties and taxes to the British American Oil Company Limited, Toronto, 
noted in the fourth line on page 34 of the Auditor General’s Report. I 
was to inquire about the nature and reason for this remission. 
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I find upon inquiry that this is a remission of dumping duty that was 
payable upon the importation of petroleum products by the British Amer- 
ican Oil Company from the Richfield Oil Corporation, of Los Angeles, _ 
California, during the fiscal year 1950-51. A subsidiary of the Cana- — 
dian company produces crude oil in Oklahoma, and made an arrangement ~ 
with the Richfield Oil Corporation of Los Angeles to refine it and ship 
it to the Canadian company. The Canadian company paid the value of 

* the crude plus the refining charge. These arrangements were made 
pending the construction of additional refining capacity in Canada. The 
arrangements made it possible for Canada to obtain these petroleum 
products at the least cost in foreign exchange, and with the result that 
the profits accrued so far as possible to the company subject to Canadian 


income tax. The Minister of National Revenue and the Treasury Board — 


therefore felt that they were justified in recommending the remission 
of dumping duty in order to make the working out of this plan possible. 
No remission of ordinary customs duties or excise taxes was involved. 


Yours truly, 
(Sgd!) Rab. BRYCE: 


Do you wish that we call Mr. Bryce again on this? 
Mr. HarKnEss: No, I think I asked that question, and that is satisfactory. 


The CHAIRMAN: We have. some gentlemen who have come here today 
because of questions asked during the course of our study of the Auditor 
General’s report. I will call them to the table in the order in which they were 
mentioned during our previous meeting. 

Therefore, item 17 of the Auditor General’s report, dealing with the 
Canada Shipping Act 1934, chapter 44, section 305, concerning the sick mariners 
services, will be first, and we have with us today Dr. Cameron, the deputy 
minister of National Health and Welfare, and Dr. Frost, assistant chief of the 
Quarantine, Immigration Medical and Sick Mariners Division. Will you kindly 
step to the table, gentlemen. 

I see that the two gentlemen who asked ,the questions are not here today, 
but I think the verbatim report was forwarded to Dr. Cameron, so I wonder 
if the doctor wishes to make a statement. You have seen, doctor, the report 
of our proceedings, and although the members who asked the questions which 
necessitated you being here are not present today, I wonder if you would care 
to say a few words on the matter. 


Dr. G. D. W. Cameron, Deputy Minister of National Health and Welfare. 


The WITNESS: Mr. Chairman, as the Auditor General has reported, this 
operation is, should I say, solvent in so far as deep sea vessels are concerned, 
but in so far as the very small vessels of the fishermen are concerned there 
is an increasing spread between the dues paid and the cost of providing the 
service. This is a matter which, of course, is well known in the department, 
and has been discussed repeatedly. 

Various remedies have been proposed involving higher payments by the 
fishing vessels. Since the extension of this scheme to cover fishermen dates 
back many years, there has been developed over the years a very valuable 
assistance to the fishermen in the form of medical care and hospitalization. If 
the rates are raised sufficiently to make this a solvent operation there is the 
possibility that a number of particularly smaller fishing vessels will feel that 
they are unable to pay the dues and they may well decide to withdraw from 
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the scheme, so that you have the problem of deciding whether or not solvency 
is the more important objective or continuance of the medical care and hospitali- 
zation for the largest number possible. 

We believe from our calculations that there would have to be an increase 
in charges to the fishing vessels of something like ten to twenty times the 
premium they are now paying. 

The CHAIRMAN: Are there any questions, gentlemen? 


_ Mr. ASHBOURNE: Would Dr. Cameron outline how the services are pro- 
vided, and to what extent, as far as the fishing vessels themselves are concerned? 


The WITNESS: Mr. Chairman, the general procedure is that all fishing 
vessels are entitled—not compelled—to pay dues on a tonnage basis of 2 cents 
per ton to be paid not more than three times a year. 


Mr. ASHBOURNE: It is not compulsory? 

The WITNESS: It is not compulsory. For this, and on establishment of the 
fact that the individual sailor is a bona fide member of the crew of a vessel 
that has paid dues, he is entitled to full medical care and hospitalization. As 
an administration procedure, we usually limit this to one year’s hospitalization; 
as I say, on establishment of the fact that the man is a member of the crew. 
The dues are collected by collectors of customs at all ports. If a mariner 
becomes sick, his captain gives him a document, sends him to the collector 
of customs to have it validated, and then he is entitled to receive care either 
by our port physician or by a doctor of his own choice, depending on the 
arrangement, the size of the port, the locality, and so on. In many cases the 
treatment is given in our sick mariners’ clinic such as we operate at Montreal, 
Halifax, Quebec, Saint John, N.B., Vancouver and Sydney. 

Mr. ASHBOURNE: Is there any floating ship such as a hospital ship around 


| the Atlantic coast? 


The WITNESS: No, sir. Dr. Frost tells me there was during the war, but 
we do not do it now. 

Mr. BENIDICKSON: Has there been evidence produced to establish how the 
losses are attributable to the fishing vessels rather than to something else? 

The Witness: Mr. Chairman, we have the records of the revenue derived 
from all classes of vessel, and our records disclose where the expenditure is 
going. 

Mr. Cavers: Referring to the minutes of the meeting the other day, is 
that deficiency attributable to fishing ships or to merchant ships? | 

The WITNESS: Fishing ships; the smaller vessels. 

Mr. Gipson: Are they covered on the Great Lakes? Can they be covered? 

The WITNESS: By the terms of the Act only the seacoasts on either side, 
the coast of the province of Quebec, Ontario and Manitoba where they abut on 
Hudson Bay, St. Lawrence river traffic up to the point where the province of 
Ontario becomes the northern shore of the St. Lawrence river. 

Mr. Gipson: Do they pay 2 cents a registered ton three times a year? 

The WITNESS: Up to three times a year. It depends how often the ship 
comes into port. 

Mr. RoBINSOoN: With a minimum? 

The WITNESS: Yes. 

Mr. Ropinson: Of how much? 

The WITNESS: $2. 

Mr. KirK (Digby-Yarmouth): That 2 cents per registered ton not more 
than three times a year; they are paying 6 cents a year a ton in order to have 
that? | gd S| 
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The WITNESS: Yes. sath 

Mr. Kirk (Digby-Yarmouth): You mentioned hospitalization, and the 
fact that the man was entitled to hospitalization up to a maximum of a year: 
a year over how long a period? 

The WITNESS: Dr. Frost reminds me it is a year for each condition— 
each episode or illness. 

Mr. FRASER: Is that in the Act? 

Dr. Frost: It is section 308 (6). 

Mr. FRASER: Of the Canada Shipping Act? 

Dr. Frost: Yes. 

Mr. FRASER: What about drug prescriptions; are they paid? 

Dr. Frost: Yes. 

Mr. FRASER: Medical care, hospitalization, drug prescriptions, and dental 
care in the form of what? 

Dr. Frost: Extractions only, as far as dental care is concerned. 

Mr. FRASER: The reason I am so interested, I don’t know the exact figures, 
but I would assume that the largest percentage of the smallest fishing boats-in 
southwestern Nova Scotia pay these dues and receive benefits. I remember 
a year or two ago when this matter was brought up, and I was approached 
by a great many of the fishermen most anxious to see this continued and 
most anxious not to see any increase of the dues suggested by Dr. Cameron. 

Mr. GIBSON: When were these rates established? 

Dr. Frost: In the first instance in 1868. 

Mr. GIBSON: Has there been no increase since that time? 

Dr. Frost: No, there was a decrease over a short period; 14 cents instead 
of 2 cents. . 

Mr. Cavers: Is it now on the same basis as it was in 1868? 

Dr. Frost: Yes, the same basis. 

Mr. ASHBOURNE: I notice in the 1938-39 revenues, according to the Auditor 
General’s report, were $210,000 and expenditures were $188,000: that would 
leave about $22,000 profit on the scheme. Could Dr. Cameron tell us what 
happened to that money? Did it go into the treasury? 

The WITNESS: It is all dead revenue. 

Mr. ASHBOURNE: Could you tell us throughout the years the amount of 
surplus that might have accumulated in that regard, or the amount that 
might have been transferred to the Consolidated Revenue Fund? 

The WITNESS: The total revenue from 1867 to 1951 was $9,251,000. The 
total expenditure over the same period was $10,338,700. 

Mr. ASHBOURNE: Does that include the operation of the head offices, 
administration, and salaries? 

The WITNESS: No sir, this is payment for medical care. 

Mr. ASHBOURNE: It does not include anybody at the Ottawa level adminis- 
tering this Act? 

The WITNESS: No. 

Mr. Grisson: I appreciate Mr. Kirk’s problem too, and the fishermen’s 
reaction to that, but it seems to me that fish that were selling at 1 cent a pound 
in 1868 are probably worth 20 cents a pound now, and fishermen are in the 
peculiar position of not being able to be covered under the Workmen’s Com- 
pensation Act. It would seem to me that the fishermen would be very happy, 
I think, if they could perhaps get a greater coverage—not necessarily greater— 
but the doctor knows I have had some discussion, and we have a little difficulty - 
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— in ports in British Columbia getting coverage, but it seems to me the fishermen 


would be willing to pay a higher assessment to give them a better coverage 
because they of all the workmen in Canada are more in need of it than 
others. 


Mr. CAvEeRS: They are entitled to benefits, and this is one of the things 
that they have which I think offsets to some extent those benefits. I am quite 
willing to admit the price of fish has gone up in the last forty, fifty or sixty 
years, but by the same token, so has the cost of modern gear, and whether 
their net profit percentagewise is any greater or not is very questionable. 

Another question comes to my mind, Mr. Chairman, with regard to port 
physicians who are on a stated salary: Are those expenses charged up to this 
fund? 

The WITNESS: All the costs of the medical care, physicians, hospital, drugs, 
everything. 

Mr. BENIDIcKSON: Is there any government hospitalization that we under- 
take comparable to this from which there is some revenue? Does any other 
class of citizen get any subsidized hospitalization? 

The WITNESS: Well, sir, I don’t know whether I should mention— 

Mr. BENIDICKSON: I know about the Indian service but, of course, they pay 
nothing. 


The WITNESS: Answering that directly, Mr. Chairman, I think the answer 
is “no”, with the possible exception this scheme also covers certain govern- 
ment vessels which operate on the coast, to that extent. 


Mr. GIBSON: They pay their fees? 
The WITNESS: They pay the same rates. 
Mr. ROBINSON: Why were those on the Great Lakes excluded from the Act? 


The WITNESS: I cannot be certain. We have been searching the library 
going back to 1867 and I cannot answer the question directly, but the inference 
seems to be that in origin this was a scheme to look after the deep-sea crew- 
men thrown out on the dock at our seaports. 


Mr. ROBINSON: Have there been any representations from fishermen in 
the Great Lakes to come under the operation of the Act? 


The WITNESS: The matter has been discussed with us. 

Mr. ROBINSON: By what categories? Fishermen, or— 

Dr. Frost: Foreign ships have asked for treatment on the Great Lakes 
at times. | 

Mr. RoBINSON: At our expense? 

Dr. Frost: At our expense, on the amount that is collected now. 

Mr. Ropinson: Are there any Canadian fishermen, or Canadian seamen? 

Dr. Frost: Not looking for treatment as far as I know, on the Great Lakes. 

Mr. FuLForD: The service stops at the end of the Quebec border on the 
north shore of where Lake St. Francis becomes Ontario. 

The WITNESS: Yes. 

Mr. FuLForD: In other words, a foreign ship could get it at the head of 
the St. Lawrence canal, but not at the foot of the Lachine canal? 

Dr. Frost: It does not operate on the canals. It operates at the ports, not 
in intermediate areas. 

Mr. FULFoRD: Suppose the foreign ship has paid its dues? I thought you 
said that this Act extended as far as the Ontario border, and no further. 

Dr. Frost: Well, it does, but the last port is Montreal. 


Mr. Gisson: It is an anomalous Act, I think. 
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Mr. Futrorp: A most extraordinary Act. 

Mr. RILEY: Can the doctor go on to explain—he said there were medical 
expenses and expenses of medical services in hospital chargeable against this 
fund; did he also intend to convey that the capital outlay in respect of the 
sick mariners’ hospital is chargeable also against the fund? 

The Wi1TNESS: There are no sick mariners’ hospitals. 

Mr. RILEY: Well, the equivalent. 

The WITNESS: We have not built any accommodation for hospitalization 
of these people. 

Mr. RILEY: Where do you have them? 


The WITNESS: They go into the hospital of the community nearest at hand. 


Mr. Kirk (Digby-Yarmouth): Are there no areas where you have a 
registered nurse on a part-time basis? 

Dr. FRosT: There are no nurses, 

Mr. Kirk (Digby-Yarmouth): Are there areas where you pay for nursing 
services? I mean, suppose a man is put ashore in some small area, and is 
taken care of by some registered nurse: those are not payable? 

Dr. Frost: Not in that case, no. 

Mr. Kirk (Digby-Yarmouth): There is another point comes to my mind: 
the doctor scared me when he mentioned such figures as a twenty-fold increase 
in fees: Is he still thinking in terms of tonnage, or in terms of number of 
men per ship? 

The WITNESS: Mr. Chairman, we have considered from all angles this 
problem and tried to figure out what could be done to change the rates to 
place the charges where the deficit is, and it seems to us that if you maintained 
a tonnage rate at 2 cents, or possibly raised it to 3 cents, you would still have 
to make a minimum charge, instead of $2, or $30 or $40. 

Mr. Kirk (Digby-Yarmouth): Per ship? 

The WITNESS: Per ship. 

Mr. GIBSON: Per ship per annum? 

The WITNESS: Yes. 

Mr. CAvERS: That would seem to be unreasonable having regard to the 
medical services provided. 

Mr. Kirk (Digby-Yarmouth): As it is at present a small craft with a 
crew of two or three pays $2, and your suggestion is that it may be necessary 
in order to make this fund solvent to make a $40 fee for that craft, which 
would be $20 per man or $13.30 per man? 

The WITNESS: Yes. 

Mr. FuLForD: That is pretty high health insurance. 


Mr. CAveErRS: It is infinitely cheaper than any other compensation rate 
with comparable hazards. 

Mr. FuLForp: The only compensation is the free hospitalization and 
medical care. 


Mr. ROBINSON: Doctor, would it be fair to charge a ship with two seamen 
the same minimum as a large ship employing 20? 


The WiTNESS: Mr. Chairman, the larger the ship the more close it comes | 


to paying it way under the present scheme. If you raise the income by raising 
the rates per ton or per man it means that the ships that are now in the solvent 
operation will be carrying the ones in some part that are in the insolvent part 
of the operation. ; 

Mr. Ropinson: As I take it, a 1000 ton ship would be $20 on first entry into 
Canada; is that right? 
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The WITNESS: Yes. 

Mr. RoBINson: And another 1,000 ton ship that enters three times would 
pay $60? | 

Dr. Frost: That is right. 

Mr. Rospinson: And the first ship might discharge 10 people requiring 
medical services, and the other might discharge none whatsoever in three trips? 

Dr. Frost: That is quite true. 

Mr. ROBINSON: Doesn’t there seem to be an inequality there? 

Mr. HARKNESS: It is like all insurance: you may die and I might live. 

Mr. KirK (Digby-Yarmouth): Why not have them all in one group? I 
am of the opinion that people in those smaller boats are subject to much greater 
risks than those in the larger boats, and I would like to see it put on a basis of 
them all paying the same. Take a similar case in insurance mortality tables: we 
don’t know how long they are going to live, and we are gambling and the 
insurance company is gambling, although I know the insurance company has 
never lost. I would like to see our fishermen on the smaller boats receive this 
protection at as reasonable a cost as possible. If we have to do this to make a 
plan solvent, I would like to see the small boats and the larger boats put in one 
group, and a fee secured that would bring us in enough. 

The CHAIRMAN: Would you agree to the smaller boats paying as much 
as the larger ones? 

Mr. Kirk (Digby-Yarmouth): On a tonnage basis. 

The CHAIRMAN: We may have to draft a recommendation on this, so could 
we understand that please? 

Mr. KirK (Digby-Yarmouth): Either on a tonnage basis or on a per man 
basis, but not on a vessel basis. 

The CHAIRMAN: That is what I mean. You do not want to quote so much 
per boat, if one only has 2 seamen on board. You would not like that, coming 
from the coast of Nova Scotia? 

Mr. KirK (Digby-Yarmouth): No. 

Mr. FuLForD: Do they only get these free medical services during the per- 
formance of their duty? For instance, if a fishing boat is laid up part of the 
season and a member of the crew becomes ill, does he get the medical services 
then, or only if it is in commission? 

The WITNESS: Only when it is in commission. 

Mr. FRASER: And only on landing, it is? 

The CHAIRMAN: You mean when it calls at a port? 

Mr. FRASER: It must be entering a port, and the man must be sick at that 
time. 

The WITNESS: If a man takes sick aboard and the ship puts in at another 
port, he can be landed and treated. 

Mr. FRASER: But it must be on the landing—in salt water, except in the 
St. Lawrence? 

The WITNESS: Landing within the area covered by the Act. 

Mr. KirK (Digby-Yarmouth): That brings up another point. The com- 
mittee has been proceeding on the basis of comparing this with other schemes, 
and if a man is on duty for six months and the fee has been paid for the year, 
if he is not on duty it is my understanding he does not receive these benefits. 

The WITNESS: He does not. 

Mr. Kirk (Digby-Yarmouth): So it is not fair to compare it with another 
scheme where you receive the benefits no matter when or where? 


The WITNESS: That is correct. 
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The CHAIRMAN: Have you any further questions on this matter, gentlemen? 


Mr. Browne: Is the fund now solvent? I must apologize Mr. Chairman, 
but I was not here earlier. 


The CHAIRMAN: Yes, from 1867 to 1951 the figures were given; how much 
was collected and how much paid out. 


Mr. AsHBouRNE: Could Dr. Cameron tell us the number of fishermen 
treated last year.and the number of vessels? 


The WITNESS: The number of vessels paying dues in 1951 was 7,215. The 
number of fishermen treated in 1951 was 15,882. 


Mr. FuutForD: That is about 2 to a ship. 
Mr. Gisson: What was the average payment you made to the fishermen? 


The WitNnEss: The average payment divided over that number would be 
just slightly more than $2. 


Mr. GIBSON: You just gave them an aspirin tablet in most cases, then? 


The WITNESS: I would like to correct the impression left by that last 
answer: that is $2 divided over the total lot treated. 


Mr. ASHBOURNE: Of the 15,882 men treated, from how many vessels were 
they? 
The WITNESS: 7,215. 


Mr. ASHBOURNE: I understood that was the total number of vessels entered 
in the scheme? 


The WITNESS: Oh, yes, Il am sorry. 4,533 paid dues—that is, fishing vessels. 


The CHAIRMAN: The 15,000 people treated came out of how many ships? 
Not how many ships paid the dues, or how many ships are in the scheme. 


The WITNESS: I am sorry, we haven’t got that figure. 
The CHAIRMAN: The answer will be reported Jater. 


Mr. RitEy: I wonder if Dr. Cameron could tell us if the regular hospitaliza- 
tion rates are paid to the various hospitals where these men are treated? 


Dr. Frost: The answer to that question is that the sick mariners service 
has agreements with the various hospitals as to what shall be paid. 


Mr. RILEY: They have special rates? 


Dr. Frost: In certain cases they are special rates, and in other cases they 
are the regular per diem rates. 


Mr. Ritey: In those ports where the Department of National Health and 
Welfare actually has hospitalization facilities don’t they use them for the 
treatment of mariners? 


The WITNESS: Yes, we do. 


Mr. Ritey: That is what I was getting at with respect to these capital 
outlays. 


The WITNESS: Well, we have hospitals at Sydney and Quebec. 
Mr. RiLEy: There is one in Saint John? 
The WITNESS: Sydney and Lunenburg; that was my mistake. 


Mr. RiLtEy: There is one in Saint John isn’t there, in connection with part 
of the immigration? 


Dr. Frost: That is a different service entirely. 


Mr. RILteEy: But it is operated by the Department of National Health and 
Welfare? 


The WITNESS: We have the three services operated by the same group, 
so that there are three items in our estimates. 


Mr. Rinry: From the standpoint of economy, in the port of Saint John last 
summer, between the months of May and probably November, they had about 
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16 immigrants, go through that particular division. Now, as it is kept fully 
- staffed at all times, why could not that hospital also be used for the treatment 
of mariners and thereby effect some measure of economy to the benefit of 
those who are paying into it? 

Dr. Frost: The immigration hospital last year was not operating in that 
time. — 

Mr. Ritey: It was closed down? 

Dr. Frost: It is closed down for the summer months. The clinic operated, 
but not the hospital. 

Mr. RILEY: Do you not have a staff there consisting of doctors and nurses 
and attendants? 

Dr. Frost: They have other work to do besides the work of the immi- 
gration. 

Mr. Riuey: Is their work increased during the summer months? 

Dr. Frost: Oh, no, it is decreased markedly, and the staff is decreased. 

The CHAIRMAN: When you say they have other work, do you mean for 
other departments, or other work within your department? 

Dr. Frost: They work within this department. 

The CHAIRMAN: What type of work are they performing? We have a 
member who has said he,thinks there are too many men for the work, so the 
witness can give us an answer as to whether he considers they were overstaffed 
or overworked, or what? 

Dr. Frost: Last year the hospital was closed at the end of the navigation 
season, and the doctor who helped out the port doctor was sent back to Quebec. 

The CHAIRMAN: And the extra work they performed during that time, 
could we have an idea of what it was? 

Dr. Frost: That is ships clearance for quarantine purposes and examining 
veterans, civil servants, and various things of that nature. 

The CHAIRMAN: My only point is to have the record complete. 

- Mr. RitEY: There you have modern hospital facilities not being put to use 
by the department during the summer months. Could that not be used to the 
advantage of the fishermen during the summer months? And could that not 
be operated more economically than it would cost to send them to the regular 
hospitals? 

The WITNESS: Our staff, Mr. Chairman, is moved summer and winter 
between Quebec and Saint John in conformity with the opening up of the Saint 
John port for the winter season, and, as Dr. Frost has said, during the summer 
those doctors go back to Quebec because the St. Lawrence is very busy and 
they are required there. I have not looked into this in detail, but I strongly 
suspect if we operated that hospital we would have to employ additional staff 
to do so, and it is questionable whether that would be an economical move or 
not. 

Mr. Ritey: Could it be investigated? 

The WITNESS: Certainly. 

Mr. FRASER: May I ask what per diem rate is paid by this department for 
the mariners? ; 

The WITNESS: It varies from hospital to hospital and the agreement we 
have with them. 

The CHAIRMAN: Could you give us an example rate? 

Dr. Frost: In eastern Canada the average rate is $7.50. 

Mr. FRASER: What is it in the west? 


The WITNESS: In some places we pay as much as $14 a day. 
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Mr. Kirk (Digby-Yarmouth): That is what probably causes the deficit. 

Mr. ASHBOURNE: Could we have a breakdown of the revenue and expendi- 
tures by provinces? 

The WITNESS: Yes, Mr. Chairman, we can get that. 

The CHAIRMAN: These figures will be sent to the committee and tabled 
with this report when it is printed. 

Mr. BEenipicKsow: In the case of hospital fees for Indians: Do you do 
something similar in the case of making these agreements for miners? 

The WITNESS: Yes, that is the idea. 

Mr. FRASER: May I ask the Indian rate per diem? It used to be $3.50 per 
diem. What is paid now for them? 

The WITNESS: They vary just as widely as the rest I have quoted. 

‘Mr. FRASER: Probably as high as $14.50? 

The WITNESS: Yes. 

Mr. BROWNE: Those fishermen who operate for short seasons, are they 
eligible to come under these conditions? 

Dr. Frost: Yes. 

Mr. BROWNE: Even if they are operating daily from their ports? 

Dr. Frost: That is right; all fishermen if they pay sick mariners’ dues. 

Mr. BROWNE: Are they aware of that? 

Dr. Frost: I don’t think they are. 

Mr. BROWNE: I don’t think so. 

The CHAIRMAN: But they are covered while they are working, and not in: 
the off season. 

Mr. BRowNneE: I understand that. I don’t think they are aware that they are 
eligible. 

Mr. GIBSON: It is only when they have to go to customs in order to clear 
deep sea or to clear form that the customs officer would make an assessment 
on it, otherwise they have to go to him voluntarily and say, “I want to pay 
the sick mariners fund’’? 

The WITNESS: This is not automatic. It is a voluntary thing for fishing 
vessels. The captain must elect to do it, but the payment is voluntary. 

Mr. Kirk (Digby-Yarmouth): Is it not a fact that it is the custom where 
they have a smaller fishing boat with crews of 2, 3 or 4 that whenever they 
register their vessels that is the time they are in touch with the customs 
officer, and they then apply for the sick benefits? 

Dr. Frost: That is correct. 

Mr. KirK (Digby-Yarmouth): That is, when they clear for the fishing 
and they make one entry a year and one clearance. 

Dr. Frost: That is true. It must be paid at that time; otherwise they are 
not eligible to pay at all. 

Mr. KirK (Digby-Yarmouth): Dr. Cameron agreed to supply the com- 
mittee with the receipts and expenditures by provinces. I wonder if when 
we receive that he would break down the receipts and expenditures so that we 
will know how much was received from the small fishing craft and how much 
from the larger foreign going vessels. 

The WITNESS: Mr. Chairman, I have here a table of the collections and 
expenditures by provinces, not broken down into small and large vessels, how- 
ever. I can provide that for your records, or read it out. 

The CHAIRMAN: You can read it out. 

The WITNESS: Newfoundland, the revenue for 1951-52, $14,396.46, ex- 
penditure $14,740. Prince Edward Island, revenue $1,346, expenditure $8,594. 
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_ Nova Scotia, revenue $59,810, expenditure $244,009. New Brunswick, revenue 


$20,854, expenditure $55,067. Quebec, revenue $77,310, expenditure $99,726. 
Manitoba, revenue $1,638, and no expenditure. British Columbia, revenue 
$83,200, expenditure $171,342. 


Mr. BENIDICKSON: Have you the information on the salaries? 
The WITNESS: No, sir. 


Mr. FRASER: Manitoba was mentioned on account of Hudson Bay. Ontario 
did not come into that scheme at all? 


The WITNEss: In other words there were no ships docking. I imagine that 
is because of Port Churchill. . 


The CHAIRMAN: For Manitoba? 

The WITNESS: For Manitoba. 

Mr. BENIDICKSON: Ontario could not come in? 

The WITNESS: There was no revenue reported from Ontario. 


Mr. BROWNE: I would like to ask one or two questions about Newfoundland, 
where it almost balances. Has there been any literature distributed or any 
effort made to contact the fishermen to apprise them of this service which is 
available to them? 


The WITNESS: No, sir. 


Mr. BROWNE: Don’t you think that you should take steps to notify the 
fishermen that they are eligible for this scheme? 


The WITNESS: I don’t know how to answer that, Mr. Chairman. 
Mr. ROBINSON: They seem to be fully aware of it in Nova Scotia. 
The WITNESS: I really don’t know how to answer that. 

The CHAIRMAN: It may be for the committee to suggest something. 


Mr. Browne: I will take great care to see they know something about it 
soon. 


Mr. KirK (Digby-Yarmouth): Mr. Ashbourne put a question about certain 
figures, and since then the doctor has given it for the record, but rather than 
put a great deal more on the record I wonder if the doctor would mind giving 
a breakdown for Nova Scotia and see that I get a copy—not necessarily for the 
record. 


The CHAIRMAN: Whatever one member gets, the others should get, so that 
if it is supplied it will be printed. 

Gentlemen, do you feel we have covered this item fairly well? 

Mr. GIBSON: Would our committee clerk take a note of that? I think 
possibly a recommendation from the committee would be very valuable. 

The CHAIRMAN: Oh, yes, that is why we have these ‘gentlemen here today, 
so as to have their views on it and to answer questions by members and when 
we get together with the idea of drafting a report we will have the verbatim 
report of their evidence and we will be able to come to a conclusion as to the 
kind of recommendation, if any, we put in our report. 

I wish to express the thanks of the committee to the two witnesses for their 
co-operation, and they may now be excused. 

The second item we covered was items 26 to 29 of the Auditor General’s 
report dealing with the Veterans’ Land Act. I understand the director, Mr. 
Rutherford, is here. Would he kindly come, with his assistant, to the table. 
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Mr. T. J. Rutherford, Director of Veterans’ Land Act, called: 
The CHAIRMAN: The questions were asked firstly by Mr. Fleming and Mr. 
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Browne. We are at items 26 to 29 dealing with the Veterans’ Land Act. You — 


will find it on page 30 of number 1. I wonder, before we ask questions, if 
we may ask the witness—he has read, I understand, the evidence—to make 
a statement or say a few words on the matter. ra 

The WITNESS: Mr. Chairman, I do not think there is anything involved 
in item 26, but in regard to item No. 27 which has to do with ‘‘Cost to Director’’ 
as charged to the veterans on Westbank Irrigation Project, there are a number 
of reasons why we find the expressed view difficult to accept. 

The history of irrigation in both Canada and the United States discloses that 
major irrigation projects, by themselves, are incapable of assuming and retiring 
the necessary heavy capital charges in their entirety. It is now recognized 
that practically all large irrigation systems must be subsidized to the extent of 
part of the capital cost which is met indirectly by increased benefits to the 
country as a whole by reclaiming otherwise poor or non-productive lands. 

If this principle had not been applied to the project in question, the resultant 
sale prices for individual lots would have been so high as to preclude not only 
the economical and practical settlement of veterans but of civilians as well. 

In the project mentioned, the whole problem was carefully reviewed by a 
co-ordinating committee consisting of representatives from the provincial gov- 
ernment of British Columbia, Producers’ Associations, P.F.R.A. and V.L.A. 


The soil, possible crops and markets, estimated revenues and costs were all | 


carefully analyzed and the director, V.L.A., in effect, contributed an amount 
which it was considered could be carried by the land. If the cost to the 
director had been placed higher, there is little doubt that the project could not 
have been accepted for the settlement of veterans since, in addition, they would 
still have to build homes and install water distribution systems both domestic 
water and water for irrigation before revenue could be expected from their 
land. We understand the amount charged to the director was ascertained 
in a manner similar to that employed in other schemes where civilian pur- 
chasers are involved. ; 

The CHAIRMAN: Are there any further questions on this item? If not, we 
will pass on to the next. 

The WITNESS: With reference to item number 28. Section 9A of the 


Veterans’ Land Act requires that the proceeds from the sale of timber be applied. 


by the director to the veteran’s debt. 

We have been given a legal opinion that where a contract for the sale of 
timber calls for the payment of the entire amount to the director, it must all 
be credited to the veteran’s debt, even though the larger part of the amount 
received is represented by the veteran’s labour and disbursements incurred 
in cutting, peeling and delivering the timber. This may represent months of 
work and considerable outlay. 

To overcome this situation, V.L.A. have adopted a form of tri-party con- 
tract under which the purchaser pays the director the value of the stumpage 
as fixed by the district superintendent, Veterans’ Land Act, and the balance 
(representing labour and disbursements) directly to the settler who has done the 
work and incurred the disbursements. We do not consider this in any way an 
evasion of the Act as the director receives all proceeds from stumpage at a 
price which has been fixed by his own representatives. 

An amendment to the Act would appear, to us, to be advisable only in 
order to simplify administrative procedure. We did not think that such would 
materially simplify procedure as the tripartite agreement is not too complicated, 
for all we have to do, and it is a good form of contract. We do not consider 
it worth while having the Act amended. 


PUBLIC ACCOUNTS 93 


Mr. Gipson: You referred to timber cruisers, when you have to cruise 
timber do you engage professional timber cruisers to do the work for your 
department, or do you attempt to decide the value of the cut from the stumpage? 

The WITNESS: I might say, sir, that in our department when we speak of 
pulp wood we think principally of the maritimes, and of the pulp wood there 
as about the only way it is bought is on a cut-peeled-and-delivered basis, the 
director is paid the stumpage equivalent to the pulp sold. 

Mr. GIBSON: I was thinking of you as director, how do you assess the value 
of the stumpage? You take the crop and from that determine the stumpage, 
is that it? 

The WITNESS: That is right, and we have fairly competent men doing that 
work. 

Mr. STROJICH (Acting Superintendent, Property Division, V.L.A.): I would 
like to have the record clear with regard to the stumpage and how it is arrived 
at. It is arrived at on the basis of peeled pulp wood outside, ready for delivery. 

The WITNESS: That is correct. 

Mr. Kirk: I wonder if Mr. Rutherford could tell us how much that is per 
cord? 

The WITNESS: It would vary considerably. 

Mr. Kirk: It would vary with the locality? 

The WITNESS: And the location. Timber that is close to the road or close 
to the water, is much more valuable than if it has to be hauled a great distance. 
Mr. GAUTHIER: Could you give us the maximum price you get for it? 

Mr. StrRoJIcH: Oh, I would say that the maximum would be about approxi- 
mately $11 a cord. 

The CHAIRMAN: Would you mind identifying yourself, sir? 

Mr. STROJICH: W. Strojich, acting superintendent, property division, 
V.L.A. 

The WITNESS: The stumpage would be considerably less on some pulp 
wood. It might be as low as $3 a cord. That would be where it is hard to get 
at. Where it could vary all the way from $3 a cord to $5 a cord. 

Mr. KirK: How do you arrive at your dollar value figure on that? 

The WITNESS: That would be delivered to the side of the road, properly 
peeled. In parts of the maritimes it would be considerably higher than that, 
quite recently it was as high as $18 a cord. 

The CHAIRMAN: Any further questions on this item, gentlemen? Then 
the next item in your memorandum is item 29. 

The WITNESS: With regard to item 29, I would point out that subsection 
3 of section 9 of the Act permits the conditional sale of chattels up to $3,000 
to a veteran who occupies land under a satisfactory rental agreement or is 
purchasing land other than from the director. The veteran is required to make 
an initial deposit of 20 per cent and repays 40 per cent with interest over a 10 
year period, the balance being a conditional grant. 

Because of the fact a veteran receiving assistance under this subsection 
would not necessarily be purchasing and operating land owned by the director, 
neither regulation 31 which requires personal operation of the land nor the 
agreement which covered the sale of chattels required that the chattels sold 
to such a veteran remain on the property or be used in his farming operations. 
Our form of contract has now been amended, however, by the addition of a 
covenant whereby the veteran agrees to retain, use and care for the chattels 
during each year of the 10 year period. As follows: 
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“The veteran agrees to commence immediately personal operation of any 
land which he may now or hereafter occupy under a rental or purchase agree- 
ment satisfactory to the director, and to continue personal operation thereof 
for ten years from the date of this agreement and, during that time to retain, 
use and properly care for the chattels sold to him under this agreement.” 

That is the new amendment which we have added to the contract. I think 
Mr. Sellar’s point is well taken and we have corrected the situation. We have 

only had a few cases and have had no difficulty in protecting our security; I 
believe that in each case the veteran has found other Jand and carried on his 
operations. 

The CHAIRMAN: Are there any further questions? I think that covers 
that item as far as these witnesses are concerned, and I would express the 
thanks of the committee for your co-operation, gentlemen. 

Now, the next item on the Auditor General’s report is item 31, page 1, 
concerning the purchase of radar equipment, and on that we have two wit- 
nesses from the Department of Defence Production. 


Commander (L) E. J. Apps, R.C.N., called: 


The CHAIRMAN: I see that General Pearkes is not in the committee today, 
but the witness has been supplied with the verbatim copy of the report from 
which to check the question which was asked. 


The WITNESS: Mr. Chairman and gentlemen, I think a bit of past history 
of the process we went through in determining what type of radar would be 
procured perhaps would be useful to the committee at this point. 

In 1949 an investigation was conducted to ascertain the suitability of the 
well known makes of commercial marine radars to meet naval requirements 
for a low-powered, high definition radar capable of detecting and discriminating 
between surface targets within the minimum ranges of certain high-powered 
military sets. For naval purposes this type of radar was designated as a 
H.D.W.S. (high definition warning surface) set and was intended to provide 
navigational facilities as well as detect close-in surface targets for tactical 
purposes. 

The investigation was conducted with two distinct applications in mind as 
follows: 

Large H.D.W.S. radar for major war vessels. The prime consideration for 
this application being that the equipment must be capable of integrating into 
the radar systems being planned for new construction ships. In order to do SO 
the equipment is required to drive standard naval radar indicators. 

Now, that is the large H.D.W.S. radar. The second part of the program was 
for the small H.D.W.S. radar for auxiliary vessels. In this application the 
equipment was not required to operate with any other radar equipment and 
the prime requirements were economical cost, small physical size, low power 
consumption and light weight. 

These investigations commenced early in 1949 and actually continued on 
until about September in 1950 when the electrical engineer in chief made his 
recommendation to the naval staff. 


The conclusions which were arrived at in this investigation covered the 
following manufacturers: 
Marconi LN-16; 
' Canadian Arsenals 268 Mariner; 
General Electric type MN-3A; 
Westinghouse type MU-1; 
R.C.A. Victor CR-101A; 
Sperry MK. 2. 
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In the original investigation we took on and carried through covered most 
of the field but eventually we went back and covered the Cossar marine radar. 
Our conclusions in this respect can be summed up as follows: in a modern 
major fighting ship it is essential that information obtained from the various 
radars fitted be displayed on remote indicators positioned at numerous tactical 
positions throughout the ship. Since standard naval indicators are costly and 
comparatively large it is essential that the quantities employed in each ship 
be reduced to a minimum. In this regard a radar distribution system has been 
designed for R.C.N. new construction ships which allows any remote indicator 
fitted to display information from all surveillance radars installed. By means 
of switching, a remote indicator can be connected to any of the surveillance 
radars fitted. 

In order to integrate the H.D.W.S. radar into this system, it was necessary 
to select a type whose design characteristics were compatible in so far as possible 
with R.C.N. radar indicators of military design. The Sperry radar is the only 
commercial equipment currently available which can drive standard naval 
indicators without considerable modification of re-engineering, and it was pri- 
marily for this reason that the Sperry equipment was selected as the standard 
R.C.N. large H.D.W.S. set. This equipment has operated satisfactorily with as 
many as seven naval remote indicators connected. 

If an equipment had been selected which could not easily be adapted to 
drive the naval repeaters, special remote indicators would have to be purchased 
resulting in considerable duplication, waste of space, and additional unwarranted 
expense. 

The operational results obtained with the Sperry radar particularly in ships 
assigned to operational theatres has more than justified the navy’s decision in 
this matter. Maintenance difficulties have been at a minimum and the equip- 
ment has been used for many and varied purposes. 


Mr. BENIDICKSON: I take it, Mr. Chairman, that the criticism is not based 
on the merits of the particular type of equipment purchased but I think it refers 
to the method, the need or the urgency of trying to get something through 
at the end of the fiscal year without the calling for tenders. 


The CHAIRMAN: That was the item—lI beg your pardon, General Pearkes 
asked a question: why it was, instead of having it made by Canadian Arsenals, 
they bought it from private companies. That is the answer he has given to that. 
In case 2, Mr. Benidickson, the point is why he went out and purchased it at 
one time instead of another. 


Mr. BENIDICKSON: Yes, and from a commercial agency without calling for 
tenders; in other words, the ordinary procedure was not followed. 


The CHAIRMAN: That is right and it is based on the report given to the 
committee by Mr. Sellars. 


The WITNESS: I do not think that is quite the case in respect to this par- 
ticular equipment. It was determined that the Sperry was the only one in pro- 
duction that would meet the naval requirements; I mean, if they had gone out 
on tender there still would have been no answer. Sperry was the only one that 
would have the actual system of radar display required on the ship. The other 
sets, particularly the Mariner, which was the closest approach to the Sperry, 
would have required a complete re-design to build it for naval use and the 
delay was definitely not acceptable. There were urgent operational require- 
ments for this equipment and it was the desire of the naval staff to get a number 
of them in quite a rush. 

Mr. FuLForp: And I suppose the patents held by the Sperry company on 
this equipment was an item that could not be overlooked, and that virtually 
made it impossible for anyone else to make it because of the very high royalty 
basis? 
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The WITNESS: No, I do not think so. The schemes and processes used in q 


this particular radar are common knowledge. I think that I am correct in 
saying there is no particularly patentable device on these Sperry radars. 


Mr. FuLForD: Then it was purely a matter of type? 


The WITNESS: It is purely a matter of the system that they go through te / 


get the answer. It boils down to a system of data transmission from the main 
unit to the remote units, to remote units of standardized design; very expen- 
Slve, as a matter of fact; the remote unit would cost you more than the actual 
radar equipment itself; and you must have a radar equipment that will trans- 
mit the information of these remote units in the correct form, otherwise you 
would have to build special remote units to work with each particular type of 
radar. 

Mr. FuLForRD: In other words, a Marconi set would not lend itself to 
adaptation to a standard remote indicator. 


The WITNESS: Yes, Marconi is a good example. We had purchased the 
Marconi for the small ship H.D.W.S. radar, it is a light weight radar and does 
the job and it will go nicely into any small vessel you have; but it uses much 
the same system as the Mariner, although we cannot operate it with the 
standard remote naval indicator, in the small ship that does not matter because 
there is only one radar set for each. 

Mr. FULFORD: Then there was a special reason for not calling for tenders. 
You knew there was no other manufacturer except Sperry who could deliver 
this equipment which you had to have for your remote indicator station 
system? 

The WITNESS: That is right. 

Mr. HARKNESS: The observation by Mr. Sellar was that if you are in need 
of it that you should have got prior concurrence of the Governor in Council 
and you did not do that. 

The WITNESS: I think I have a letter from the Department of Defence 
Production covering that, if I may quote from it: 


The observation of the Auditor General to the effect that this con-. 


tract was placed without the prior concurrence of the Governor in 
Council is unwarranted inasmuch as this contract was placed pursuant 
to the authority contained in the Defence Supplies Act, Chapter 33, 
R.S. 14, George VI. 


Mr. BENIDICKSON: You are quoting from what? 


The WITNESS: The authority in question contained in paragraph (i) sub- 
section (e) of section 6 of the Defence Supplies Act, reads as follows:—“A 
contract may be entered into by the minister without the aproval of the 
Governor in Council if, in the opinion of the minister, the contract must be 
entered into immediately in the interests of defence? 

The CHAIRMAN: So, that is the answer of the department of the oblecHian 
raised. 

Mr. BENIDICKSON: What is the date of that? 


The WITNESS: This is dated June 3, and is addressed to the electrical 
engineer in chief, and is from the director, electronics division, Department of 
Defence Production. 

Mr. FLEMING: Is there anything on the record to indicate that that was the 
basis upon which this order was given? 

The WITNESS: No, I think you would have to get the Department of 
Defence Production to answer that one, sir. 

Mr. BENIDICKSON: Can you tell us the date on which that equipment was 


purchased? I mean, was it ordered before March 15? I was wondering when 
it arrived. 


j 
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The WITNESS: That was March 15th, I believe. 

Mr. BENIDICKSON: So it came in before the end of the fiscal year? 

The WITNESS: Just under the line. 

Mr. FULFORD: So then it did not have anything to do with the standardiz- 
ing of equipment on Canadian naval vessels? 

The WITNESS: It has a very definite aspect in that respect. I should 
perhaps have mentioned one other reason for the choice is that Sperry is 
primarily supplied for use on 115 volt, 60 cycle power which is standard 
voltage for similiar equipment in naval ships. On this point, previous 
to that, as you may know, it was D.C.— 

Mr. FULFoRD: D.C..220 volts? 

The WITNESS: Right, but now it is all 60 cycle, and the Sperry is a 60 
cycle set whereas this other equipment, particularly Canadian Arsenals 268, 
which is 180 volts, 500 cycles; which would mean that you would have to 
have another rotary convertor on the ship, more rotating equipment, you 
would have a greater maintenance problem—you would have greatly added 
to the complexity of the problem in the multiplicity of voltages required, 
and on the ships today they are definitely standardizing, trying to get away 
from that sort of thing. . 

Mr. FuLrorp: Mr. Chairman, I had a very special reason for asking that 
question because during the war I was on the H.M.C.S. St. Stephen, and we 
had occasion to go into San Francisco. There were quite a number of 
American vessels in the harbour of San Francisco at the time and we needed 
some equipment and we couldn’t get it there and so we had to send to 
Canada and have it flown down to us from Vancouver. That was a good 
example to me of just how necessary it was to get some system of standard- 
ization introduced in both navies. 

The WITNESS: That is exactly the problem that we are trying to lick. 

The CHAIRMAN: All right. Are there any further questions on this? 

Mr. FRASER: Mr. Chairman, according to the letter from Defence Produc- 
tion, just read, they could order anything without any reference at all, they 
would not need to call in any tenders at all. 

The CHAIRMAN: Should we hear a witness from Defence Production? 

Mr. FRASER: Well, that is the way it looks to me there—anything at all, 
if they were in a hurry to get it they would not need to call for tenders. 

The CHAIRMAN: I do not think this witness would be the one to answer 
that question. 

' Mr. Fraser: No, no, and I would not ask him; but from what he read 
to us from the letter, I think I am right on that. 


Mr. BrENIDICKSON: Mr. Sellar quoted from a written request on the 
subject from the Department of National Defence to the Canadian Com- 
mercial Corporation, to point out that he emphasized that there was no 
revote for this amount of money. That is where that question arose. Did 
that written request also embrace the Canadian Commercial Corporation with 
the urgency of this equipment from the standpoint of operation? 


The WITNESS: I cannot answer that offhand. I am sure he must have 
indicated the operational urgency. I have one letter here which I have just 
looked over which indicated an urgent operational requirement on one of 
the ships and one of these sets was on that order. 


The CHAIRMAN: The evidence we have just heard from this witness 
sufficiently establishes that this was equipment of a sort that only one com- 
pany could supply, convenient for the purpose which they had in mind. 

Are there any further questions for this witness? 
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Then we will express the appreciation of the committee 49! the evidence ~ 
he has given. | 
We have now a witness from the Vevey of Tedien Affairs, the © 
director of the Indian Affairs branch. . 


Mr. D. M. MacKay, Director, Indian Affairs Branch, Department of Citizenship 
and Immigration, called: ‘i. 


Mr. BoIsvEertT: Mr. Chairman, is the witness being examined in connec- 
tion with page 3, item 39? 

The CHAIRMAN: Item 39, page 3; that is right. Would the witness care 
to make a few remarks and then we will have questions later? 

The WITNESS: Yes. I believe the witness, Mr. Chairman, before the ~ 
committee at its last meeting made the statement that the Department of — 
Indian Affairs was responsible for a delay in occupying the Copeland Build- 
ing with the result that the government was required to pay rental for 


unoccupied .space. He referred, of course, to the Department of Indian — 


Affairs. There is not a Department of Indian Affairs; he intended to say the 
Department of Citizenship and Immigration of which the Indian Affairs 
branch is a part. I would say at the outset that the statement made by the 
witness is not in accordance with the facts, and because it is not in accord- 
ance with the facts it should not have been made. A brief history of the 
position of the branch in the matter I think should be given. In January, 
1950 the branch approached the Department of Public Works for more suit-_ 
able accommodation than we had at the time. For many years the branch 
was split up into four or five buildings in the city. It was difficult to admin- 


ister the branch under conditions of that kind and an approach was made ~ 


to the Department of Public Works for adequate accommodation. Now, 
that was in January, 1950. In February, early in February of the same year, 
we were advised by the Department of Public Works that the accommoda- — 
tion we had applied for in number 3 temporary building was not available 
and it was not until late in February or early in March that the department 
became interested in the Copeland Building. 


Mr. BoIsvERT: That is the Citizenship and Immigration department? 


The WITNESS: Yes, the Department of Citizenship and Immigration. The 
whole matter was referred to the deputy minister and by him to the minister — 
of the Department of Public Works. In March, I think it was March 13, the ~ 
Public Works Department furnished the branch with plans for the Copeland 
Building and asked us to prepare a sketch plan setting out the accommodation 
we required. We set about this immediately and secured the information so 
that the required subdivisions of the accommodations could be made. The plan 
prepared by the branch was supplied to Public Works Department on April 5th 
following. Our responsibility ceased after that, with the exception of moving 
the branch into the building as soon as it was ready; and, indeed, as soon as 
the building was ready for occupation the branch moved in. On the 13th of 
March, 1951 the first division of the branch was moved in, almost a year 
after the plans were submitted. Now, that is the picture and that is the record, 
and we are not accepting any responsibility for any delay in the matter. I 
am not blaming anyone because I do not know who is responsible. 


The CHAIRMAN: Are there any questions, gentlemen? ; 
Mr. HarKNESS: The witness we had at the time, Mr. Sellar, suggested 


I think that Public Works were to blame. You will find, if you have the 


evidence there, Public Works being asked who was responsible for the delay — 
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in using this building and in getting it occupied and the witness’ reply, as I 
remember it was, that it was not the Public Works which had been at fault, 
that they had prepared the building but the department concerned had not 
moved in. Now, your evidence is that as soon as you were told that it was 
ready to move into you did move in? 

The WITNESS: Yes, we did. 

Mr. HARKNESS: I am quite happy that the Daparivient of Indian Affairs is— 

The WITNESS: The Indian Affairs branch. 

Mr. HarRKNESS: That your branch is not at fault in this matter actually; 
but I would think then that the Department of Public Works should be the 
people that we should have as witnesses here, that we should have had witnesses 
from them rather than from the Indian Affairs branch. Could we have them, 
Mr. Chairman? 

The CHAIRMAN: If you would so move we will get them for you. 

Mr. HARKNESS: The matter certainly has not been resolved. 

The CHAIRMAN: If you feel that the matter is of sufficient importance 
that you want us to get them we will get someone from that department. 

Mr. BROWNE: What happened after that? When did you move in? 

The WITNESS: We were in there I think it was on March 15th. As a matter 
of fact, we were so anxious to get out of the old accommodation we were in 
that we were most diligent in meeting the requirements. 

Mr. BROWNE: Are you the only branch or department in that building? 

The WITNESS: There is Only one other government department in the 
building that I know of and that is the Department of Mines and Technical 
Surveys, I think—the minister’s office and the deputy minister’s office are there. 

Mr. BROWNE: They may know something about it then, they may be the 
department which was at fault. Do you know when they moved in? 

The CHAIRMAN: The witness could only give you second hand information 
about that. I am sorry, but I should not think that he is competent to give 
you the answer. 

Mr. Browne: But I think he could tell me when they moved in. 

The CHAIRMAN: I think it would be easier for us to get it from Public 
Works. Ido not think it would be right to ask a man from another department 
to give you that information. 

Mr. BRowneE: I did not ask him when they took over. I asked him if he 
knew, and that is different. 

The CHAIRMAN: I think it would be better, if there is anything hangs on 
the issue, to have it dealt with by someone from the Department of Public 
Works. 

Mr. BROWNE: Do you think it is worth while to bring anyone over from 
Public Works? From Public Works just to answer that? Can he just not 
answer it? 

The CHAIRMAN: Well, Mr. Harkness asked for them. 

Mr. Browne: It might save time. 

The CHAIRMAN: Do you think we should still have someone brought here 
from Public Works Department to give us that information, Mr. Harkness? 


Mr. HARKNESS: He said that the Indian Affairs branch was at fault. Mr. 
MacKay says they were not at fault, that as soon as they were notified that 
the building was ready they moved in; therefore it must come under Public 
Works. 


The CHAIRMAN: That is right. 
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Mr. HaRKNEsS: Otherwise, it may be that the fault is in headquarters of 
the Department of Citizenship and Immigration. He has not told us how 
or when he was authorized. | 


The WITNESS: No. As a matter of fact, I do not know that we were 
notified. I think that we moved in without notification just as soon as the 
divisions were completed. We wanted to make sure that we would get in there 
because there were a number of other departments looking for the same space. 


Mr. FULFORD: You wanted to make sure of your squatters’ rights. 


The CHAIRMAN: The reason this witness is here is that Mr. Harkness sug- 
gested that perhaps we should have someone from the Indian Affairs branch to 
deal with this item in the report, and that it might make them more careful 
in future. It was he who suggested that we get someone from the department 
concerned, the Indian Affairs Branch, and that is why this gentleman is here. 
He has supplied us with the information. If you want a witness from the 
Department of Public Works we will get one for our next meeting. 


Thank you very much, Mr. MacKay. 


The CHAIRMAN: The next item is item 86 on page 24. On this I have a letter 
from General Pearkes which states he is satisfied, but since he sent it to me 
officially I think I had better have it on the record. 


OTTawa, May 30, 1952. 
L. P. PICARD, Esq., M.P., 
Chairman, 
Public Accounts Committee, 
House of Commons, 
Ottawa, Ontario. 


Dear Mr. Picard: At the last meeting of the Public Accounts Com- 
mittee, I asked a few questions concerning the audit of the Army 
Benevolent Fund. 


The National Secretary of the Fund has sent me a communication 
(copy attached) in which he explains the reason for the heavy adminis- 
trative costs during the year which was under review. I am perfectly 
satisfied with his explanation and, under these circumstances, have no 
desire to pursue the matter further, as you suggested might be done. 


Should you feel disposed to read Mr. Chadderton’s letter to the Com- 
mittee, there would be no objection on my part to your so doing. 


Yours sincerely, 
(sgd) George R. Pearkes. 


I understand Mr. Chadderton is here, so if he would come to the table he 
might read the letter himself and supply the information that was asked by 
General Pearkes. 


Mr. H. C. Chadderton, Secretary, Army Benevolent Fund, called: 


: The CHAIRMAN: So as to have our record straight, would you mind starting 
by reading the letter which you sent to General Pearkes which he states satis- 
fies him. 
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The WITNESS: This letter is to General Pearkes: 


ARMY BENEVOLENT FUND 


HEAD OFFICE, 
OTTAWA, May 28, 1952. 


Major General George R. Pearkes, 
WG Gab.) Dip 0.7, NLC. 


Member of Parliament, 
House of Commons, 
Ottawa, Ontario. 


Dear Sir: Further to our telephone conversation of May 28, I am 
providing herewith a statement concerning the observation made in the 
Public Accounts Committee on May 27, 1952, with reference to the 
administrative costs of $63,095.06 in comparison with expenditure for 
assistance of $183,854.26 for the fiscal year ended March 31, 1951. 


Part I—Administrative Expenses 1950/1951 


(1) Organization Costs: 


An estimated 10 per cent of the administrative expenses was occa- 
sioned by organization costs and should not recur, inasmuch as the 
organization of the Fund was completed during the fiscal year. Moreover, 
it has been necessary to utilize the regular administration of the Fund 
in the task of organization during the first two years and it will be evident 
that, when this organization is completed, this administration can be 
directed towards the matter of rendering service from the Fund. 


(2) Continuing Administrative Expenses: 


It has been encumbent upon the Fund to (1) provide for an efficient 
administration; (2) take adequate precautions regarding security of 
monies; (3) avoid over-dependence upon other agencies in order to 
prevent sacrifice of control of responsibilities; and (4) to provide volun- 
tary committees with an executive-type secretary who can accept 
responsibility for administrative and other duties. These Committees 
consist of prominent business and professional men. 


(3) Financial Assistance: 

In comparing administrative costs with financial assistance for the 
fiscal year 1950-51, it might be appropriate to consider that the dis- 
bursement program of the Fund could not be fully developed during the 
year, although in the final quarter it is significant that expenditures 
increased very considerably. Attached is a chart showing the con- 
sistent rise in disbursements of the Fund to March 31, 1952. 


(4) Referral, Representation and Debt Adjustment Service: 

In addition to the $183,854.26 in direct financial assistance, the 
administration of the Fund was responsible for the procurement of 
$25,204 from other resources and for reduction of accounts in the amount 
of $80,123, making the total assistance rendered $289,181.04. The 
assistance from other sources and the reduction of accounts was possible 
due to the activities of administrative officials of the Fund in making 
referral and representations to other sources and in PESO RRUORS with 
creditors in the matter of debt adjustment. 
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Part II—Expenditures 1951/52. 


The disbursement program of the Fund continued to develop in the 
1951/52 fiscal year and I am including hereunder an excerpt from the 
Financial Statement: 


EXPENDITURE 


Assistance to or in respect of Veterans: 


(1) =Direct Binancial \Grantscce ah wae. oie tee kere ee $395,427.45 | 


(2) Referral, Representation and Debt Adjustment | 
SErviCe ny oe eis new aie cetelo ty esi elle eSNG To eae see nner eee NE 32,936.46 


| $428,363.91 
Administrative i: PXPenseS? eee. vue ks on operate ee 40,222.91 


Potalwbxpenditure ees. eee es cae eee ae $468,586.82 


Moreover, during the 1951/52 fiscal year, the provision of Referral, 
Representation and Debt Adjustment Service resulted in procurement 
for veterans.and dependents of $45,667 of financial assistance from other 
agencies and $119,221 of contributions from creditors as the value of 
accounts reduced. 


Accordingly, in addition to direct financial assistance of $395,427.45 
the Fund was responsible for an additional $164,888, making a total 
assistance rendered of $560,315.45. 


Yours very truly, 
(Sgd.) H. C. CHADDERTON 
National Secretary, 
Army Benevolent Fund. 


The CHAIRMAN: Are there any questions, gentlemen? 


By Mr. Fleming: 

Q. How are administrative costs running?—A. $40,000 last year. 

Q. Are you operating on the fiscal year or the calendar year?—A. We 
are operating on the fiscal year, ending at the 3lst of March, 1952. 

Q. You have provincial committees, haven’t you?—A. Yes. 

Q. To help you supervise the WOrk?=2 Al No, the responsibility of the 
provincial committees of the fund is purely adjudication, that is, to say “yes” 
or “no” in connection with the applications. 

Q. You have a board here in Ottawa too?—A. Yes. It is not quite correct 
to say the board is in Ottawa: General Murchie is the chairman and he is 
here, but there are four other members, one in New Brunswick, one in Quebec, 
one in Saskatchewan and one in British Columbia. Actually speaking, they 
are not on a geographical basis, but that is the way they were appointed. 
That board is responsible for the supervision and administration of the fund 
generally, but it is not responsible for adjudication. If the request is over 
$300 the committee still approves or rejects it, but if the committee wishes to 
approve it must get authority from the board. 


By Mr. Browne: 


Q. May I ask the witness if there is such a committee in Newfoundland 
in St. John’s?—A. The answer to that is “no”. Under the Army Benevolent 
Fund Act only those veterans who served in the Canadian army are eligible, 
and there are approximately 1,500, we understand, in the province of New- 
foundland who are eligible to apply. The board so far has set up an adminis- 
tration under the D.V.A. district office in St. John’s and also a separate 
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administration under the army area. We have been attempting to get publicity 
and tell eligible veterans who wish to apply that they should send their appli- 
cations to the Department of Veterans Affairs, the Unemployment Insurance 
Commission, the Veterans Land Act, or the Canadian Army Welfare Committee, 
and that application will be channelled through to Ottawa for adjudication. 
The board plans to set up a committee in Newfoundland as and when the need 
occurs, but at the moment we have had no applications and the machinery 
has been in effect for more than two years. 

Q. But they are eligible, are they?—-A. Oh, yes, certainly, those who 
served in the Canadian army during World War II are eligible. 

Q. Those who served in Newfoundland’s own forces are not eligible?— 
A. No. The history of that is quite interesting: the NAFFI in England turned 
over a sum of money to the Newfoundland government—it was either the 
government or the Great Wars Veterans Association, which operated before 
becoming the Legion-—and that was held to be administered as a benevolent 
fund for persons who served in the Newfoundland regiment or in the Royal 
Artillery. 

Q. They also raised funds of their own down there, and I knew they had 
a committee looking after that. I was wondering whether they came under 
this. 


By Mr. Kirk (Digby-Yarmouth): 

Q. You read a lot of figures quickly: What was the $80,000 in connection 
with in 1951?—A. The figure of $80,000, Mr. Chairman, is the figure for reduc- 
tion of accounts. Perhaps I should explain that: When the Army Benevolent 
Fund takes a case it is usually a $400 or $500 or $600 problem. The committee 
gets the case, and through our secretary we work out a plan of assistance. 
In many cases it is obvious the veteran is in, shall I say, a bankrupt state. 
We go to the creditors and say: ‘‘We have an appropriation to spend on behalf 
of this veteran of $250 and we make them an offer of 60 cents on each dollar, 
and they are usually very happy to accept it 

Q. You had another item of $395,000?—A. The figure of $395,000 is the 
direct financial grants for the 1951-52 year. 


The CHAIRMAN: Are you Satisfied, gentlemen? 

I wish to express the thanks of the committee to the witness, and if it is 
agreeable to the committee the committee will stand adjourned at the call of 
the chair. There is one more witness that was asked at a previous meeting 
and it is in connection with Northern Transportation. The chairman is out 
of town, and the officials think he might be the proper person to come, so as 
soon as I can contact that witness I will have another meeting. 


The committee adjourned. 
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CORRECTION 


uy Mr. Kirk (Digby-Yarmouth). 


Mr. Kirk (Digby-Yarmouth): I would like to have ihe record. ae fe 
with regard to the stumpage and how it is arrived at. Is it arrived fate 
on the basis of peeled pulp wood outside, ready for delivery? i 


~ Also, at page 98, in the 8th and 10th lines thereof, substitute “case M1 
for “page 3”, wherever the latter word and numeral appear. f 


REPORT TO THE HOUSE 


‘The Standing Committee on Public Accounts begs leave to present the 
following as a is 


SECOND AND FINAL REPORT 


Your Committee reviewed all the items of the Auditor General’s Report 
for the year ended March 31, 1951. 


The Auditor General, Mr. Watson Sellar, and the Assistant Deputy Minister 
of Finance, Mr. R. B. Bryce, were in attendance during three meetings and 
gave evidence on all matters that retained the attention of the Committee. 


To satisfy themselves as to certain items of the Auditor General’s Report 
your Committee heard, during two meetings, the following witnesses, named 
in their order of appearance: 


Dr. G. D. W. Cameron, Deputy Minister, Department of National Health 
and Welfare; ; 


Dr. W. H. Frost, Assistant Chief, Quarantine, Immigration Medical and Sick 
Mariners Division; 


Mr. J. T. Rutherford, Director, Veterans’ Land Act; 

Mr. W. Strojick, Superintendent of Property Division, Veterans’ Land Act; 
Commander (L) E. J. Apps, R.C.N.; 

Major D. M. MacKay, Director, Indian Affairs Branch; 

Mr. H. C. Chadderton, Secretary, Army Benevolent Fund; 

Mr. E. P. Murphy, Deputy Minister, Department of Public Works. 


Your Committee wishes to express its appreciation of the help and 
co-operation of these officials. 


Your Committee is of the opinion that the Government should entrust to 
an interdepartmental Committee the task of considering the advisability of 
charging to all departments of the administration and all Government agencies 
the cost of rental and upkeep of all the properties and office space occupied 
by them and that the report resulting from such study be sent to the Public 
Accounts Committee at a future Session for consideration. 


A copy of the Minutes of Proceedings and Evidence of May 6, 20, 22, 27, 
June 3, 17, and 26 is appended hereto. 


All of which is respectfully submitted. 


L. PHILIPPE PICARD, 
Chairman. 
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MINUTES OF PROCEEDINGS 


HOUSE OF COMMONS, Room 430, 
TUESDAY, June 17, 1952. 


The Standing Committee on Public Accounts met at 4.00 o’clock p.m. The 
chairman, Mr. L. Philippe Picard, presided. 


Members present: Messrs. Ashbourne, Benidickson, Beyerstein, Boisvert, 
Cloutier, Fleming, Fournier (Maisonneuve-Rosemont), Fraser, Fulford, Gibson, 
Harkness, Kirk (Antigonish-Guysborough), Kirk (Digby-Yarmouth), Mac- 
donald (Edmonton East), McCusker, Picard, Riley. 


In attendance: Mr. E. P. Murphy, deputy minister of Public Works Depart- 
ment. 


Before proceeding with the Order of the Day, Mr. Macdonald (Edmonton 
East) made a correction in a question attributed to him in the official report 
of the evidence heard on Tuesday, May 27, at page 76. (See today’s printed 
report of evidence. ) 


Whereafter, the Committee resumed consideration of the Auditor General’s 
Report for the fiscal year ended March 31, 1951. 


Mr. E. P. Murphy was called. The witness was questioned in connection 
with Item 39, case III, at page 14 of the aforesaid report. At the conclusion of 
his examination Mr. Murphy was thanked by the chairman and was retired. 


It was agreed that there was no necessity of hearing evidence on Item 105, 
at page 31 concerning Northern Transportation Company (1947) Limited. 


The Committee, from then on, met in camera to consider a report to the 
House on its findings and conclusion. 


At 5.15 o’clock p.m., the Committee adjourned to the call of the Chair. 


HOouSsE OF COMMONS, Room 497 
THURSDAY, June 26, 1952. 


The Committee met in camera at 4.00 o’clock p.m. The Chairman, Mr. L. 
Philippe Picard, presided. 


Members present: Messrs. Anderson, Boisvert, Brisson, Browne (St. John’s 
West), Cloutier, Fleming, Fraser, Fulford, Gibson, Helme, Jutras, Kirk (Digby- 
Yarmouth), Macdonald (Edmonton East), Major, McCusker, Picard, Sinclair, 
Sinnott. 


The Committee considered a draft-report to the House. 


After some discussion the said draft report was adopted unanimously and 
ordered to be presented to the House as the Comittee’s Second and Final Report. 


The Chairman thanked the members for their co-operation and in turn 
Mr.’ Fleming expressed to the Chairman the members’ gratitude for his efficient 
and fair conduct of the Committee’s deliberations. 


Mr. Fleming said that his motion also extended to the Clerk of the Com- 
mittee for his helpful contribution. 


At 4.30 o’clock p.m. the Committee adjourned sine die. 


ANTOINE CHASSE, 
Clerk of the Committee. 
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EVIDENCE 


JUNE 17, 1952. 
4.00 p.m. 


The CHAIRMAN: Gentlemen, I see a quorum. Before we start the meeting 
I understand Mr. Macdonald has a correction to make. 

- Mr. MacponaupD: Mr. Chairman, I have before me the minutes of the 
proceedings of evidence No. 3 of Tuesday, May 27. Therein I gave a gentle- 
man’s name and I notice it is written as “Broadwick” and it should be Mr. 
F. W. Broderick. The other gentleman I mentioned is the president and is 


Mr. W. J. Bennett. Thank you very much. That is a correction to page 76 
of the record. 


The CHAIRMAN: Now, gentlemen, we have with us this afternoon Mr. 
Murphy, Deputy Minister of Public Works who is being called in connection 
with item 39, case III of the Auditor General’s report, that is pages 13 and 
14 of the Auditor General’s report. 


_ A previous witness was heard concerning this evidence, Mr. D. N. MacKay, 
director of Indian Affairs branch of the Department of Citizenship and Immi- 
gration. Resulting from his evidence it was suggested we should have before 
us the deputy minister of Public Works to make comments on this case that 
was reported in the Auditor General’s report. 


Mr. E. P. Murphy, Deputy Minister of Public Works, called: 


By the Chairman: 


Q. You have read, Mr. Murphy, the evidence both of the proceedings 
of the committee and the evidence by Mr. MacKay on this matter. Have you 
any comments to make to the committee?—-A. Yes, the two statements, one 
made by the Auditor General and the other made by the director of Indian 
Affairs, both deal with the question of the Copeland building—one that it 
was leased through a syndicate for a specific purpose and the other that it 
took a considerable time to fit it up. 


I would like to explain in a memo our viewpoint on the actions that 
actually took place as shown by our own files and as done by ourselves. The 


story of the leasing of the Copeland building is as I will give it to you at 
present. 


November 5, 1951. 
MEMORANDUM: 


Re: Copeland Building—Ottawa 


About the middle of 1950 when the Korean situation was developing 
requests were made to this department by different war departments 
asking for large areas of additional space, and a survey of the city 
showed definitely that there was no space immediately available apart 
from that known as the Copeland Building then nearing completion, with 
several floors available for immediate occupation. At this time we had 
absolutely no spare space either government-owned or rented, and in order 
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to protect ourselves and to have available space for anticipated rapidly 
expanding war departments we took three leases on the Copeland Building 
as follows: 

Whole fourth, fifth and sixth floors—lease to commence July 1, 1950 

Whole second floor, and space on third floor, with space in pasement= 
lease to commence te 1, 1950 

Whole ground floor lence to commence December 1, 1950 

The department was obliged to take these leases at the dates men- 
tioned as otherwise the owner had other applications and was not pre- 
pared to hold out any longer. The rate was favourable and it was decided 
to accept the proposal. 

At this same time the department also had many urgent requests 
for space for the non-war departments and had made a very compre- 
hensive study of a series of moves which would have resulted in the newly 
created departments of Citizenship and Immigration— 


That is Mr. MacKay who was here the other day. 


—Mines and Technical Surveys and Resources and Development, being 
allotted space in already owned or rental premises so as to centralize 
their services. 

Studies were made of the different arrangements to make the best 
use of the space in the Copeland Building, but it was decided that the 
proper procedure would be to use it for non-war departments and so 
make available to war departments space adjacent to that already occupied 
by those departments in various buildings. 

Accordingly the fourth, fifth and sixth floors of the Copeland Building 
were allotted to the Department of Citizenship and Immigration—Indian 
Affairs Branch. Plans were prepared for the construction of partitioning, 
installation of a ventilating system, lighting, telephones, call bells, etc., 
and a contract was let on November 10, 1950. This work was completed 
on March 1, 1951, and the space was occupied on that date. Thus a 
series of moves were started which resulted in space in Temporary 
Buildings 1 and 2 being occupied by the Department of Defence Production. 

The space on the second and part of the third floor of the Copeland 
Building was originally allotted to Live Stock Records. This would have 
made a building on Queen Street available to a war department and would 
have allowed for required expansion of the Records. Plans had been 
prepared for this move. 

After careful re-study it was decided to move the senior administrative 
offices of the Department of Mines and Technical Surveys from No. 2 
Temporary Building and to allot space for them in the Copeland Building. 
This change made space available to the Department of Defence 
Production and allowed that department to house its rapidly expanding 
services. Plans for partitioning, ventilation, telephones, call bells, painting, 
etc., were prepared and a contract was awarded on April 30, 1951. This © 
‘work was completed and the space occupied on June 30, 1951. 

The space on the ground floor was allotted, after careful consideration 
of the requests of numerous departments, to Mines and Technical Surveys: 
so as to help in the consolidation of that new department’s offices and to 
make available space in No. 8 Temporary Building for the Department 
of National Defence inspection offices, and in turn free space in No. 2 
Building for Defence Production. After plans for these moves were 
prepared a contract was awarded and the Department of Mines and 
Technical Surveys occupied the space in the Copeland Building on 
June 30, 1951. 

The leasing of space in the Copeland Building was necessary for the 
protection and housing of government services. The time lapse between 
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date of lease and occupation of the space was due to intricacy of the 
many moves necessary at that time and awarding of contracts and com- 
pletion of the work required. 

In June, 1950, we had requests for 109,000 square feet of space for the 
regular departments, exclusive of those dealing entirely with the war, 
and it was certain that with conditions such as they were then that the 
demands of the latter were bound to be great. It was, therefore, considered 
advisable as a protective measure to take the only space available at the 
time and to hold it unallocated until such times as the situation clarified 
sufficient that we could properly determine just which department could 
use the space to best advantage. In considering best advantage it was 
felt that space adjacent to war departments should be free for the con- 
templated expansion of these departments, and that this new space should 
be given the continuing departments who could use it to better advantage. 
It is further practically impossible to operate with every square foot of 
space occupied as there is always a demand for additional temporary 
space to be used by commissions, boards, meetings and so forth, which 
are established from time to time and who require space to carry on 
in the capital. 


EK. P. MURPHY, 
Deputy Minister. 


Now, we did not take the Copeland building for any particular purpose. 
It was general space which we did not decide to allocate until we saw the 
the way things developed. We do that regularly. 


By Mr. Fleming: 


Q. If I remember correctly, the director of the Indian branch had some- 
thing to say about receiving no notification from your department; they just 
moved in when they saw the space there but at no time were they notified 
officially that it was available for them?—-A. They could not do that. 

Q. As I recall he says that is what they did?—-A. He gave us the plans 
and we made alterations to suit them. They moved in within fifteen days - 
of the time we said it was ready. 

Q. I have not got a copy of the evidence of that last meeting before me 
but I have the distinct impression that the point he was trying to make was 
that they had received no notification from the Department of Public Works 
that the space was there available for them .and when they saw it there they 
went in on their own?—-A. We would not let them do that. We tell them that 
it is ready and we make good and sure that nobody moves in in that way. I 
think he inferred there that they moved in quickly. 


By Mr. Benidickson: — 

Q. I think I asked the question. We had practically finished all the. 
evidence and he was saying that any lapse of time from the original availa- 
bility of the premises to their walking in was not the responsibility of his 
department?—A. That is right. 

Q. And I only pointed out that we had not wat heard from the witness 
the actual date that he was told that the premises would become available 
and he said in rather a jocular way: “Well, I do. not think we got any 
notice.” 


Mr. HARKNESS: “We found the space was available and we walked in.” 


Mr. BENIDICKSON: I got the impression he meant that as soon as he was 
tipped off it was ready they walked in. 
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Mr. FLEMING: This is what was said. I have the page, page 100: 
Mr. HARKNESS: Otherwise it may be that the fault is in headquarters 


of the Department of Citizenship and Immigration. He has not told us ~ 


how or when he was authorized. 


The WITNESS: No. Asa matter of fact, I do not know that we were ~ 


notified. I think that we moved in without notification just as soon 
as the divisions were completed. We wanted to make sure that we 
would get in there because there were a number of other departments 
looking for the same space. 

Mr. BENIDICKSON: He means partitions and so on. 


The CHAIRMAN: He said here that they were notified on April 5 there 
was space available and that they supplied their plans for the layout. 
The WITNESS: Here is the log, sir, that will clear your point. 
Space taken July 1, 1950. Alterations advertised September 15, 
1950, tenders issued October 11, authority for acceptance of tenders by 
order in council dated November 3, tenders accepted November 10, 


work completed March 1, Department of Indian Affairs moved in 
March 1), 


That is our own log. 


By Mr. Harkness: 


Q. Well, as I understand this item that you read, this loss of $70,000 which 
Mr. Sellar reported, you would attribute or look upon as a form of insurance? 
—A. Absolutely. 

Q. In order to secure the building?—A. Sure, 

Q. Well, would it not have been possible to get people moving in and be 
making use of this space considerably more rapidly than was actually done? 
It seems to me a rather expensive form of insurance in order to make sure 
that you have the space?—-A. You see, sir, if you have 4 million square feet 
of space for yourself that we own and 1,500,000 rented and the war comes 
along and the demands for 109,000 square feet ahead of you from non-war 
departments— 


By Mr. Ashbourne: 

Q. One and a half million you said rented?—A. 1,760,000. You cannot 
do anything but take it. That was the only piece of space in the place. We 
had to have something because you have a demand all the time for different 
set-ups. 


By Mr. Harkness: 


@. I do not think there is any question about whether the space was 
needed. The whole question was as raised by Mr. Sellar’s report that this 
space was secured and not occupied with the result that $70,000 in rent was 
paid out to no good purpose.—A. You would have that anyhow, sir. You 
have to have a cushion, something to lean against. 


Mr. McCusker: Do you need a cushion before the building is completed? 


By Mr~ Fleming: 
Q. Mr. Sellar says in his report at page 14: “‘This is a new building and 
the agreements provide that the Government install and pay for the interior 
partitions, etc., required. Various dates were designated for rent payment 


purposes, the earliest being July 1, 1950, but in only one instance was there | 


actual occupancy by departmental staff in the fiscal year. Approximately 
$70,000 was expended while there was no physical occupancy by departments 
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for which the space was leased.”—A. We did not take it for any particular 
reason; we took that just for space and we did not know who we were going 
to put into it. We were going to put in a war department, ordinarily you would 
expect it would be but we made a re-study of the situation and we decided 
that the better thing to.do was to move people away from war department 
and put them into this space thereby making available space for war department 
staffs adjacent to space already occupied by war department. That is the 
point in the whole thing. 


By Mr. Riley: 

Q. Mr. Chairman, I wonder if the deputy minister would not tell us that 
perhaps this is the normal procedure not only in Ottawa on their space but 
all over the country?—-A. That goes for all operations for large amounts of 
Space. 

Q. You have to have space available in order to have it available when 
it is needed?—-A. Certainly, what could we do in Ottawa with a threatened 
war and demands from ordinary departments for 109,000 square feet of space. 


By Mr. Benidickson: 


Q. On that subject of demand for 109,000 square feet, I imagine you 
always check that to decide whether or not there is merit in the demand?— 
A. That falls our way. We use a rough yardstick on that, the number of 
people they have and the space available, the cost of fitting it up. We take 
for granted—not exactly take for granted but after questioning, what the 
demand is, how it compares with occupancies for similar services in other 
branches; in other words, we keep a control as far as we can of the demand 
and the requirements of those who know their own problems best. 

Q@. But the discretion and control is within the Department of Public 
Works?—A. That is right. 

Q. It is not interdepartmental?—A. No. 


By Mr. Gibson: 


Q. From what level does the demand come? Is it from within the depart- 
ment who decide they want 25,000 feet or where does it come from?—A. It 
varies entirely with the volume. If it is a small amount we get it from a 
director, a larger amount we get it from a deputy and if it is a very large 
amount we get it from the minister. After we have accepted it from a 
technical standpoint, from an economic standpoint and made the recommenda- 
tion they are asked to provide the funds. 


By the Chairman: 


Q. I imagine before the Department of Public Works decides they have 
to have the request in writing by a deputy minister of the department, 
concerned?—-A. By the deputy or director of the branch, as the case may be. 
Now, we cannot take all that for granted; we have to add them up, investigate 
them and check to make the best allocation we have particularly where you 
are so tight for spare space. 


By Mr. Benidickson: 


Q. But the Treasury Board sometimes do say no?—-A. Oh yes, that is their 
right and privilege. That is where you get the approval by order in council. 


By Mr. Harkness: 


Q. How much of this spare space do you keep on hand normally?—A. It 
will vary with what demand there is ahead of us. 
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By Mr. Fleming: 


Q@. How much have you available right now, Mr. Murphy? You are 
speaking of Ottawa, I take it?—-A. Yes. There is at present ahead of us a 


demand for 500,000 square feet that we know of. Now, we expect to get ; 


Tunney Pasture, 285,000, a new building. Central Mortgage and Housing will 
be moving to their new building and that will give us a space in No. 4 of 107,000 


and then we have arrangements 'to provide the difference in the Temporary. ; 


Buildings No. 1 and No. 8. 


By Mr. Harkness: 


Q@. My question was what is your present cushion? What is the amount 
of the space that you are just holding empty to see who is going to go into 
it?—-A. We have around 80,000 right now. Some is temporarily occupied now 
with a commission—there is the Saskatchewan Commission in occupation. 


By Mr. Fleming: 


Q. Is that to say there is no vacant space at the moment in the Ottawa 
district?—-A. There may be around 30,000 today but there is not much more. 


By Mr. Riley: 

@. It would be spread out, though?—-A. Oh yes, we have no large blocks 
anywhere. 

Q. The only thing unusual about this Copeland building was that it was 
all contained in one building and that has made it stand out?—-A. I do not know 
that it stands out. 

Q. It was a large vacant building?—-A. Well, I wanted to take the whole 
building. You see, as the building was going up it was standing up there like 
a lighthouse in the fog and I said to our crowd: “Look, with the demands that 
are ahead of us and not a square foot of space to work on, we had better look 
around and see if we can corner that building.’ We tried to corner the whole 
building but we found the owner had previous commitments. Then we started 
to take a space on the top three floors and we took them in July, then in 
August we took another floor just to keep a cushion. If we did not have that 
space vacant we would have had some other space vacant. You cannot operate 
with such a tremendous amount—5 million square feet and no cushion. 


By Mr. Fleming: 

Q. Well, the Auditor General— —A. I do nad know where he got that from 
at all. 

@. He draws attention in the next paragraph to another case. Apparently 
he thought there was reason to bring it to our attention by putting it in his 
report. He says: “Notice is drawn again to the subject because of the risk 
inherent in a practice where one department finances the cost of a service for 
the benefit of another without any guarantee of reimbursement of its outlays.” 
—A. That point is all right. 

Q. I gather that the Auditor General was inviting attention to a prac- 
tice which he considers wrong and his view is that if the charge were made 
to the department concerned and did not fall on the Department of Public 
Works that the department concerned would be a little more careful not to 
have the space wasted or to be asking for space before they are ready to take 
it?—-A. That is our own department’s viewpoint. 

@., You would rather see a change in the basis of assessing costs against 
the department?—-A. Yes, I have always maintained that those departments 
asking for space should be made to get their own money, then turn it over to 
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us and we will get them the space. Then they would be more circumspect 
about asking for it. That case he refers to is not in Ottawa; it is in St. 
Catharines. 

Q. I think he is putting it in here just because: “Here is another case 
concerning a practice we drew attention to three years ago that I think is 
wrong.’ What-is the reason for the present practice of charging these costs to 
your department?—A. It was started away back in 1867 when Confederation 
was enacted when the Public Works was enumerated as being the department 
to look after the public works and from that time on there is no charge made 
by Public Works to any other departmental organization for space. 


By Mr. Fraser: 
Q. Nor for telephone?—A. Nor for telephone. 


By Mr. Fleming: 


Q. You think we have outgrown that practice, if there ever was anything 
good to be said for it, and the time has come when every department should 
be charged for the space it occupies?—-A. I feel, sir, if every department were 
charged for the space they occupied, they would be more restricted in asking 
for liberal amounts of space. 

Q. It is not hard to convince us of that. It is easy for any department 
. to make lavish demands for space when it is not going to be charged against 
them in their estimates; it is going to be charged against your department?— 
A. That is right and where we can keep an over-all hand on them and tell 
them it is our money: “Now, you have got to conform to the rules of the 
service for which you want that 75 feet per person or 100 feet per person” 
depending on the service for which they want it. 

Q. You are satisfied that things like this would be much less likely to 
arise if we had that different basis of charging?—-A. Not in Ottawa. We have 
to have that cushion no matter what happens in Ottawa. The other case, that 
is the St. Catharines case, of course, was a case where a specific amount was 
demanded for a specific purpose. In St. Catharines the space was taken for 
a specific purpose but in Ottawa it was taken as a cushion. 


By Mr. Benidickson: 


Q. I gather your cushion is something like a man whose wife is going 
to have a baby; he has to have a new room?—-A. Yes, but in our case the baby 
has arrived and is hanging around in the woodshed. 


By Mr. Fleming: 

Q. Do you think the government would save money by changing over 
to the system you recommend now?—A. I would not say ‘‘recommend’’. 

Q. You may be in favour of it?—-A. I always thought it would tend to 
save demands and branches and other organizations when they see spaces 
available trying to improve by. going into them. You have quite a time 
convincing certain people who see certain space available which is the right 
size for them or somebody else. He cannot guess the cost of fitting that up 
and it costs quite a bit, particularly these laboratory buildings where you 
have to go and put in plumbing and all that sort of thing. 


The CHAIRMAN: I was wondering if the fact that it is done through the 
Public Works is not a further check on that. If they were to get space them- 
selves and go and ask for a vote in the House their only check would be the 
Treasury Board. Well, now they have the officials of Public Works who have 
their own budget, who want to keep it down as far as possible and who discuss 
with these people who try and locate their space. If they are the only ones 
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to judge whether they could have bigger space or not they could come to the 
House and get their own votes. Of course, it is my own view, as we are 
expressing views, that it is a check if they have to go through Public Works. 
As it is now Public Works has got to keep its budget in line and they must 
be very careful not to give too much to each department requesting space. 


Mr. Fraser: But, Mr. Chairman, if it were put the other way and the 


department had to apply and was made to pay for their space, it would be 


very much less and to put it another way then you would. know exactly what 
the cost of each department was and at the present time no one knows. 

The CHAIRMAN: You are right. 

Mr. FRASER: I have been saying that for some years in the House of 
Commons because I think that each department should be charged for the 
space it rents, for the buildings they occupy. 

The CHarRMAN: As to the knowledge we have you are right. Whether it 
would be a better check when they got the money themselves or Public Works 
is another thing. 


Mr. FRASER: There would be a check anyway because Public Works would 
have to secure it for them. 


Mr. FLEMING: I think the check in truer accounting is quite possible there. 


By Mr. Fleming: 

Q. I wonder, Mr. Murphy, if you can indicate to us how we can have the 
benefit of the double check, that is to say, the check by your department plus 
the check by the department asking for space by making them responsible 
for paying for it?—A. It has its pros and it has its cons and I always thought 
we would have a scheme to work it that they would request this space from us. 
We get it. We charge them back and they pay for it. I think that would 
answer your question. 


Mr. FRASER: You would have two checks then instead of one. 


By Mr. Fleming: 


Q. Your department would not continue to check in a case like that? 
—A. You cannot possibly let them go out and arrange for their own space. 


By Mr. Harkness: 
Q. You would still keep the cushion, would you?—-A. You would have to. 


By Mr. Fraser: 


Q. They would be stepping on your toes too, perhaps?—A. You would 
have to because the demand is too great with 4,800,000 and 1,600,000 on your 
back all the time but to answer your question I think the proper procedure 
is they make the request for the space and they tell us what is required, we 


estimate what it costs and take the lease and in that way you are not letting 


each department complete with owners. After we are through with it, bill 
it to them. Now, the bill, as you say, runs their accounts up and it runs the 
cost of their department higher. 

Q@. Wouldn’t you have a truer picture?—A. You would have a truer 
picture. 


By Mr. Fleming: 

@. What else is there besides office and building space and telephones 
that are paid for by your department on behalf of all other departments? 
—A. Furniture, janitor service, cleaning, heating. A large building accommo- 
dates so many departments the distribution of heating would be impractical. 
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You would have to analyse that very carefully to see how much of a split would 
be required to break it down to the point at which you would want it. It 
would be a question of going over it carefully. 

@. You would have to set up another accounting department?—-A. We 
would not want to do that. 


The CHAIRMAN: Are there any further questions? 


By Mr. Harkness: 
Q. How much space did this $70,000 that Mr. Sellar reported represent? 
_—A. 51,940 square feet. 


Mr. FLEMING: For how long? 


By Mr. Ashbourne: 

Q. Is that the three leases?—-A. Yes, one was for the first of July and 
occupied on March 1, one was taken on August 3 and moved in June 30, the 
other was taken December 1 and moved in June 30. 

Q. What is the rate?—A. $2.35. 

Q. $2.35 a square foot?—A. Yes. 


By Mr. Fraser: 

Q. Mr. Chairman, Mr. Murphy said Citizenship and Immigration went 
into the Copeland building. That is what you got it for?—-A. We did not get it 
for them; eventually we gave it to them. 

Q. Well, Citizenship is not all in there yet?—-A. We are not going to put 
them all in—yjust this branch. They were really sufferers there. All the 
departments like to be self contained but it was more essential that we make 
space adjacent to war department for war use. Therefore, we took the Cope- 
land building and we pieced it out. We used that as a piece to work against. 


By Mr. Riley: 
Q. What did you do with the Booth building?—A. The National Health 
moved in there. 


By Mr. Fraser: 
Q. Citizenship, they are also in the Woods building which used to be 
Defence?—A. Yes. 
Q. There are so many of them it makes it rather awkard for the members 
because they are in one building today and another building tomorrow and 
you never know just where to send anybody. 


Mr. ASHBOURNE: Use the telephone. 


Mr. FRASER: You might use the telephone today and tomorrow it “might 
be in a different place. 


By Mr. Fleming: 

Q. Did you ever have anybody state that they had too much space and 
they could give you some of it?—-A. Never in our life. I should not say that. 
We did when they were breaking up the war department. We used to ask 
them to notify us when units of 1,000 feet were available and we would get 
the over-all picture from that and we would try to take maybe this over-all 
picture of 20,000 or 30,000 feet whatever we would get and departments would 
take it up as quickly as possible and leave space for the next person coming 
in. It is a continuous performance. 
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By the Chairman: 


Q@. You have had from time to time departments stopping some of their o 
activities which must have turned their offices back like the Department of 
Interior, the Department of National War Services, etc.—A. Perfectly right. 


By Mr. Fraser: 


Q. Your temporary buildings down here that used to be Munitions and 
Supplies, what have you got in there?—-A. Defence Production. 

Q. All together?—-A. And Trade and Commerce. You see, in the tem- 
porary buildings, 1, 2, 3 and 4, there is Trade and Commerce entirely, there is 
Defence Production, there is Central Mortgage and Housing and there is the 
Air Service branch of the Department of Transport. 

@. And Defence are out of there?—-A. National Defence never had very 
much in particular there; they were in the army building on Cartier square, 
the army, navy and air force building and then the old Woods and Canadian 
building on Slater street. . 


By Mr. Boisvert: 


Q. Mr. Chairman, I am right to say that in many cases your department 
has to secure a legal occupancy despite the fact that there is no physical 
occupancy?—-A. That is right. 

Q. Was that not the case in that Copeland building?—-A. Same thing. We 
had to take it as I read in the memo here: 


The department was obliged to take these leases at the dates men- 


tioned as otherwise the-owner had other applications and was not pre- 
pared to hold cut any longer. 


That is the answer to your question. 


The CHAIRMAN: Well, gentlemen, this was the particular item on which we 
called Mr. Murphy so I am expressing the thanks of the committee to him for 
his presence. 

There was another item at the last meeting about which we were supposed 
to get a witness. That was concerning the Northern Transportation Company, ‘ 
their rates in western Canada, and I got in touch with the chairman, Mr. 
Bennett, who was supposed to be here today and then later on I understand ; 
the member who had asked the question, Mr. Harkness, got in touch with Mr. 4 
Bennett and said that he did not need the witness before the committee and q 
that is why Mr. Bennett is not here. | 


Mr. HARKNESS: Mr. Bennett had to leave, as a matter of fact, to go out 
west or something and I had about an hour and a half or two hours’ time with | 
him and saw scores of pictures of these boats and had the whole thing . 
explained and I thought there was no need for him to come before the : 
committee. 


The CHAIRMAN: Gentlemen, we will assume the committee is informed 
through you so we will get it through “endosmosis” if I might say. So, we are 
left to consider the possibility of a draft of a report. I think the committee 
from this moment will sit in camera in order to consider the possibility of 
arriving at a report to be sent to the House. 


(The committee continued in camera.) 
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APPENDIX “A” 


June 24, 1952. 


A. CHASSE, Esq,., 

Committee Clerk, 

Public Accounts Committee, 
House of Commons, 
Ottawa. 


Dear Mr. CHASSE: 


On June 3, 1952, when I appeared as a witness before the Public Accounts 
Committee I was requested to supply information regarding the operation of 
the Sick Mariners Service in the province of Nova Scotia. The information 
for the calendar year 1951 follows herewith: 


Revenue and Expenditure 


Vessels Paying Sick Mariners Dues 
Province of Nova Scotia—Calendar Year 1951 


Vessels Revenue Expenditure 
Pashivig ye Wiens Wri Naren PEM nd ear Ns Aare iene $ 5,706.68 $100,020.71 
COR ELSI Maric ahr e are SeuNe Te ata e Piele isl aed a elevate! 6.6 58,069.59 45,492.33 
CEOS yee Mulinels uM aan ai tiy oe ages ere ee aiee'g 1,621.95 6,049.04 
BEOVEIDANENE Meas er ets eee ete YEN Rey 395.86 10,848.31 
EO DAL Owe spate shiva ala: car uiwl’g She Shave wee Meh cy aye $ 65,794.08 $162,410.39 


Yours very truly, 


G. D. W. CAMERON, M.D., D.P.H., 
Deputy ‘Minister of National Health. 
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Resolved,—That the following Members 


ORDERS OF REFERENCE 


HOUSE OF COMMONS, 
THURSDAY, January 26, 1956. 


Committee on Public Accounts: 


(Quorum 15) 


do 


compose the Standing 


Messrs. 

Anderson, Hanna, Mitchell (London), 
Applewhaite, © Harkness, Mitchell (Sudbury), 
Argue, Hees, Monteith, 
Ashbourne, Henderson, Noseworthy, 
Balcom, Hollingworth, Nowlan, 
Beaudry, Holowach, Pearkes, 
Boisvert, Houck, Pommer, 
Breton, Kickham, Poulin, 
Bruneau, Kirk (Antigonish- Power (St. John’s West), 
Cameron (High Park), Guysborough), Proudfoot, 
Cannon, Laflamme, Regier, 
Cavers, Leduc (Jacques-Cartier- Schneider, 
Cloutier, Lasalle), Thomas, 
Denis, Macdonnell, Tucker, 
Fulton, Maltais, Van Horne, 
Goode, McLeod, Weaver, 
Hamilton (Notre-Dame McWilliam, Zaplitny—s0. 

de Grace), Ménard, 


Ordered,—That the Standing Committee on Public Accounts be empowered 
to examine and inquire into all such matters and things as may be referred to 
them by the House; and to report from time to time their observations and 
opinions thereon, with power to send for persons, papers and records. 


Frmay, March 2, 1956. 


Ordered,—That the Public Accounts, Volumes I and II, and the Report of 
the Auditor General of Canada for the fiscal year ended March 31, 1955, be 
referred to the said Committee. 


WEDNESDAY, March 7, 1956. 


Ordered,—That the name of Mr. Rowe be substituted for that of Mr. 
Macdonnell; and 


That the name of Mr. Balcer be substituted for that of Mr. Pearkes, on the 
said Committee. 
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THURSDAY, March 8, 1956. 


Ordered,—That the said Commitee be empowered to print from day to day Bs 
800 copies in English and 200 copies in French of its Minutes of Proceedings and ~ 
Evidence and that Standing Order 66 be suspended in relation thereto. “a 
Ordered,—That the said Committee be given permission to sit while ae a 
House is sitting. 


WEDNESDAY, March 14, 1956. 


Ordered,—That the name of Mr. McGregor be substituted for that of Mr. 
Hees on the said Committee. 


Attest. 


LEON J. RAYMOND, 
Clerk of the House. 
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REPORT TO THE HOUSE 


THURSDAY, March 8, 1956. 
The Standing Committee on Public Accounts begs leave to present the 
following as its 
FIRST REPORT 


Your Committee recommends: 
- 


1. That it be empowered to print from day to day 800 copies in 
English and 200 copies in French of its Minutes of Proceedings and 
Evidence and that Standing Order 66 be suspended in relation thereto. 


2. That it be given permission to sit while the House is sitting. 


Respectfully submitted, 


Sgd. Charles A. Cannon, 
Chairman. 


(The said Report was concurred in by the House this day.) 


MINUTES OF PROCEEDINGS 


THURSDAY, March 8, 1956. 
(1) 


The Standing Committee on Public Accounts held its organization meeting 
at 11 o’clock a.m., in Room 277. Mr. Charles A. Cannon, Chairman, presided. 


Members present: Messrs. Applewhaite, Balcom, Boisvert, Breton, Cam- 
eron (High Park), Cavers, Cloutier, Fulton, Hamilton (Notre-Dame-de-Grice), 
Harkness, Hees, Hollingworth, Holowach, Kirk (Antigonish-Guysborough), 
Lafilamme, Leduc (Jacques Cartier-Lasalle), McLeod, Mitchell (London), 
Mitchell (Sudbury), Monteith, Nowlan, Pommer, Poulin, Power (St. John’s 
West), Regier, Rowe, Schneider and Tucker—(29). 


The Chairman expressed his appreciation for having been elected to pre- 
side the deliberations of the Committee. 


The Orders of Reference, dated January 26 and March 2 were read. 
‘The Committee proceeded with its routine business. 


On motion of Mr. Applewhaite, 
Resolved,—That the Committee ask permission to sit while the House is 


sitting. 
On motion of Mr. Balcom, 


Resolved,—That the Committee ask leave to print from day to day 800 
copies in English and 200 copies in French of its Minutes of Proceedings and 


Evidence. 


On motion of Mr. Cavers, 
Resolved,—That the Chairman and nine other members, to be selected 


by the former, compose the Sub-Committee on Agenda. 
The Committee discussed future meetings. 


On motion of Mr. Fulton, 
Resolved,—That the Gomimitice call Mr. Watson Sellar, Auditor General 


of Canada as its first witness. 


On motion of Mr. Nowlan, 
The Committee adjourned to the call of the Chair, it being 11.25 a.m. 


THURSDAY, March 15, 1956. 
(2) 
The Standing Committee on Public Accounts met this day at 11 o’clock. 
Mr. Charles A, Cannon presided. 


Members present: Messrs. Anderson, Applewhaite, Argue, Balcer, Balcom, 
Beaudry, Boisvert, Cameron, (High Park), Cavers, Cloutier, Fulton, Goode; 
Hamilton (Notre-Dame-de-Grdce), Hanna, Harkness, Henderson, Hollingworth, 
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Holowach, Kirk (Antigonish-Guysborough), Laflamme, Leduc, (Jacques Cartier- 
Lasalle), Maltais, McGregor, McLeod, McWilliam, Menard, Mitchell (London), 
Mitchell (Sudbury), Noseworthy, Nowlan, Pommer, Poulin, Power (St. John’s 
West), Regier, Rowe, Thomas, Tucker, Van Horne, Weaver, Zaplitny—4l. 


Also present: Mr. William Benidickson, Parliamentary Assistant 10 the 
Minister of Finance. 


In attendance: Mr. Watson Sellar, Auditor General of Canada. 


The chairman presented as follows, the First Report of the Subcommittee 
on Agenda: 


“The Subcommittee on Agenda held a meeting in Room 497. 


Present: The Chairman and Messrs. Applewhaite, Balcom, Breton, Cam- 
eron (High Park), Harkness, McLeod and Noseworthy. 


Your Subcommittee recommends: 


1. That the Committee commence its business by hearing the Audi- 
tor General of Canada on Thursday, March 15, pursuant to the motion 
of Mr. Fulton passed on March 8 at the organization meeting, and by 
examining Mr. Sellar on his report for the year ended March 31, 1955, 


as contained in Volume I of the Public Accounts (1955) referred to the 
Committee. 


2. That meetings be held on meee March 20 and Thursday, 
March 22. 


3. The election of a Vice-Chairman in the person of Mr. Cameron 
(High Park).” 


On motion of Mr. Applewhaite, seconded by Mr. Anderson, the above 
report was adopted. 


Mr. Watson Sellar was called and examined on his Report on Public 
Accounts to the House of Commons for the year ended March 31, 1955. 


It was agreed that certain matters pertaining to finance be deferred until 


a later date when the Deputy Minister of Finance will be asked to appear 
before the Committee. 


At 12.45 p.m. the examination of Mr. Sellar still continuing, the Commit- 
tee adjourned until Tuesday, March 20. 


Antonio Plouffe, 
Assistant Chief Clerk of Committees 
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EVIDENCE 


THURSDAY, MARCH 15, 1956. 


The CHAIRMAN: Order. We have a quorum so I suggest we get down to 
business. Since our last meeting the subcommittee on agenda has met and 
has made a report which I would ask the clerk to read: 


(See minutes of proceedings) 


The CHAIRMAN: May I have a mover for the adoption of the report. 
Mr. APPLEWHAITE: Could we have the list of those present read again? 


The CHAIRMAN: Those present at the subcommittee meeting? They were 
the Chairman the Messrs. Applewhaite, Balcom, Breton, Cameron (High Park), 
McLeod and Noseworthy. 

Mr. APPLEWHAITE: Mr. Harkness was there. 


The CHAIRMAN: Yes, he was there. I am sorry. With that correction may I 
have a motion for concurrence? 

Report agreed to on the motion of Mr. Applewhaite seconded by 
Mr. Anderson. 


The CHAIRMAN: Gentlemen we have with us this morning Mr. Watson 
Sellar, the Auditor General of Canada. I propose, if it is the wish of the com- 
mittee that we go through Mr. Sellar’s report paragraph by para- 
graph. Mr. Sellar is here to answer any questions which may be asked by 
members of the committee. I think you all have copies of the report. It is in 
volume 1 of the Public Accounts but we also had it distributed to all the 
members of the committee in booklet form. We shall begin with paragraph 1. 


Mr. Watson Sellar, Auditor General of Canada, called. 


The CHAIRMAN: Are there any questions on paragraph 1? 
No questions. 
Paragraph 2? 


By Mr. Nowlan: | 


@. On paragraph 2, I notice the phrase “by means of comprehensive tests 
of vouchers’. I would just like to get an idea of the system that is followed 
with regard to these comprehensive tests of vouchers. I know it must be a 
physical impossibility to check every expenditure made and I was wondering 
what system is followed, particularly in the Department of Public Works 
where work is sometimes done without contract. Let us suppose that, in my 
own riding for example, a building is being constructed. Are all the vouchers 
for that particular building checked by your department. What system do 
you follow in making the check?—-A. Mr. Chairman, in reply to that question— 
the Department of Public Works is a very satisfactory example—I may say that 
every voucher is examined in detail first by the comptroller of the treasury 
staff before any payment is made. Prior to that the vouchers are of course 
considered by the department. We come in after the payments are made. 
We do not examine every voucher. That would be physically impossible; it 
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would be a duplication of effort and an unnecessary cost. We make a selection 
by types of accounts, the record of the contractors and any special circum- 
stances that might have arisen during the performance of the contract. We do 
not examine every contract. We make a selection. We keep men constantly 
engaged on the audit of public works accounts. They are located in the Hunter 
building along with the department. We also send men into the field to make 
examinations here and there across the country, but the bulk of our work 
is done in Ottawa. In addition we have men to check the stores, the issue 
of stores and so on, and to check the equipment of the department as assigned 
to the various contractors. 

We pay particular attention to contracts which we call day labour jobs 
because there is no fixed price on them, and their cost is to be determined as 
work progresses. Actually, during the course of a year we review in detail a 
very substantial part of the outlays of the Department of Public Works, but in 
relation to the total number of vouchers our examination may not exceed 10 
per cent. 

@. How many men do you have on the staff?—-A. I have no staff assigned 
particularly to one department, so I will give you the number of the staff as 
a whole: about 140 people. 

Q. And you say 10 per cent of the actual jobs would be, perhaps, oudiied 
by your department?—A. Yes, but in the case of a very small department 
where there is not really a balancing of responsibilities and where one man 
may have to make decisions regarding both spending and the approval of the 
vouchers, we examine the situation more closely. That is in a quite small 
department. 

Q. Those are all the questions I have, Mr. Chairman. 


By Mr. Hamilton (Notre-Dame-de-Grace): 


@. On that same point, the government accounting system generally, 
irrespective and leaving aside for a moment the audit by the treasury depart- 
ment, does operate a system of internal check for these expenditures?—A. Yes, 
Mr. Chairman. In some departments of course it is very elaborate; the Post 
Office and National Revenue departments are examples of departments where 
there is a very elaborate control section; National Defence also, and to a lesser 
degree other departments have it. But, they are only responsible for the 
regularity of our commitments and as a whole they do a very good job. That 
is why we can get along with about 140 people. The accounts are well kept. 

@. Mr. Sellar did mention some departments in which the authorization 
for the expenditure and verification of the subsequent amount of the invoice 
would stem from the same person. That, in effect, means there is not a system 
of internal check within that particular operation?—-A. That is correct, sir, 
but you have to bear in mind they are not spending a great deal of money 
and the cost would not be out of proportion. Let us take the chief electoral 
officer; between elections he has only a few people and they have to do 
everything. 
—  Q. Could you identify for us the government operations where there is 
no internal check?—-A. That is an independent check? Am [I right when I say 
that? 

Q. Yes. I am eliminating the treasury department check and your own.—A. 
Yes. 

@. And I am seeking information as to the individual departments in 
which there is no internal check within the department itself—A. I would 
not like to try to list them because I might be unfair. I would say a little 
department such as the International Joint Commission where they have a 
very small staff on the administrative side since it is a technical job. I doubt 
if they have much: or if the Board of Transport Commissioners have much 
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because they have only a few expenses. It is merely salaries and it would 
not pay them to go to the expense of having several people employed just to 
check the accounts. The head of the department and some of the senior 
people have to take that responsibility. ‘ 

- The CHarrmawn: Is it not a fact that even in some of the small organiza- 
tions there is always some kind of a check? 

The WITNESS: Yes; but I understood the question to be an independent 

check. 


Mr. HAMILTON (Notre-Dame-de-Grdce): Yes. 


Mr. BALcom: In the case of National Defence there is an independent au- 
dit which goes around to all the independent branches, for instance Vancouver 
and Halifax, and checks their accounts; that is, they come from Ottawa? 

The CHAIRMAN: Is that a fact? 


The WITNESS: Yes, sir. The head of the internal audit was an officer of 
the audit office. He was transferred there. He is a very high class fellow 
and he has a staff of 100 people travelling all the time and we are provided 
with copies of all their reports. 


The CHAIRMAN: Are there any other questions on paragraph 2? 


By Mr. Mitchell (London): 


Q. Mr. Chairman, Mr. Sellar mentioned that selection was made of the 
individual operations which he was going to delve into. How is that selection 
made? Is it just a case of drawing it out of a hat or is there any basis for 
the selection?—-A. No, sir. It is based on experience and watching the trans- 
actions as they flow through. An auditor, while he is not supposed to be a 
detective, is expected to have a suspicious mind. 

j The CHAIRMAN: If there are no more questions on paragraph 2, we shall 
proceed to paragraph 3. 


Paragraph 4° 


By Mr. Hamilton (Notre-Dame-de-Grace): 

@. Mr. Chairman, I have a question in that connection. This, of course, 
refers to non-tax revenues in the consolidated revenue fund. Is that correct?— 
A. Yes. 

Q. I refer back now, in order to give you the background for my question, 
to the proceedings of this committee in 1951. There we find, on page 23, a 
statement first in the form of a question by Mr. Macdonnell in which he 
says: 

I suppose there is a case where money could be paid to Canada, 
such as by a foreign government purchasing munitions in this country, 
or anything of that kind, where the money would just go like other 
money into the consolidated revenue fund, or is it conceivable that you 
might have a separate fund for moneys which were in no sense that of 
this government? 


That is the end of Mr. Macdonnell’s question, and it is followed by 
Mr. Clark, the Deputy Minister of Finance at that time, who says: 


If there was a contract or, let us say an agreement, under which 
that money would be paid to us to be used for the purchase of defence 
equipment for a foreign government, I think it would be money paid 
to Canada for a special purpose. It would be public money in that 
sense and it would go into the consolidated revenue fund but it could 
be disbursed for the specific purpose without further appropriation by 
parliament. 
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That is the end of my quotation. Does that agree with your understanding 
of the situation?—-A. Yes. The financial administration Act provides for 
receiving money for special purposes, holding it in the consolidated revenue 
fund and re-spending or spending it for that particular purpose. Actually, 
sir, you quote Mr. Macdonnell as referring to a purchase of armaments or 
something like that from another government. Currently that would pass 
through Canadian Commercial Corporation accounts rather than the govern- 
ment accounts. 

Q@. But there is nothing, let us say, to prohibit it?—-A. I would prefer 
putting it in a very simple term which we understand. A farmer wants to 
get a pure bred animal and asks the Department of Agriculture to pick one 
out for him. He sends the price for that to the department and the depart- — 
ment pays it out. That is a very simple transaction and while it flows in and 
out of the consolidated revenue fund it is not recorded as an expenditure. 

Q. On what authority would that money which has come in be dis- 
bursed?—-A. Under the authority in the section of the Financial Administration 
Act. 

Q. There would not be any special warrant?—-A. No. It would come in 
and be deposited in the usual way to the credit of the Receiver General and 
the comptroller of the treasury would issue the cheque in payment. 

Q@. You would not find it necessary in connection with transactions of 
that kind to draw the attention of this committee or the attention of the 
house to it in your annual report?—-A. No, because it is not taxpayer’s money. 

The CHAIRMAN: It is money received for a special purpose? 

The WITNESS: Yes. 

Mr. HAMILTON (Notre-Dame-de-Grdce): That is the one point I want 
to make. It seems to me it is conceivable that a department of the government 
might engage in transactions which would be of interest to parliament in one 
respect or another without them necessarily coming under the immediate 
surveillance of parliament, or the immediate regard of parliament, under such 
a provision. I think I can cite specifically because the question is raised in. 
this particular paragraph, the question of some arms to foreign governments. 
If a foreign government wishes to enter into an undertaking with the federal 
government for the procurement of arms here in Canada they can turn over 
money; those arms could be procured through the aegis of the federal govern- 
ment and they would be paid for and the transaction would not necessarily 
come under the scrutiny of parliament. Is that not correct? 

The CHAIRMAN: Where do you see the reference in this paragraph to 
the shipment of arms? 

Mr. HamiItton (Notre-Dame-de-Grdce): I am referring to my previous 
remarks in which I quoted in connection with the receipts of this kind from 
the report of 1951 where specific reference was made to this type of transaction. 


The CHAIRMAN: Well, of course, Mr. Sellar has not been assigned here to 
give evidence about the 1951 expenses or disbursements. It is only the public 
accounts for 1955 which have been referred to us, and I wonder if your question 
is in order under the circumstances. 


By Mr. Applewhaite: 


Q. Does not this paragraph 4 of the Auditor General’s report refer to 
non-tax revenues and refer to moneys which are the property of the taxpayers 
of Canada as against moneys held in trust, such as received from a foreign 
government?—-A. As I understand the question, non-tax moneys are moneys 
actually received for public purposes and therefore they are recorded in the 
revenues of the country. Moneys received for a special purpose, given by a 
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government to buy anything, or given by anybody to buy anything are not 
recorded in this as revenues, but if they are not disbursed by the year end 
—and so are being held—they are recorded in a special account and set up as 
a liability in the statement of assets and liabilities. They would appear there, 
but if during the year everything was cleared, there would be no appearance 
at all. 


The CHAIRMAN: Does that answer your question, Mr. Applewhaite? 


Mr. APPLEWHAITE: Not quite. The first line that refers to the $321 million 
odd. Is all that money the property of the people of Canada, or is some of it 
merely held in trust, like for your farmer who wanted to buy— 


The WITNESS: Oh, I am sorry, I misunderstood you there. The $321 million 
is the property of the taxpayers of Canada. 


By Mr. Hamilton (Notre-Dame-de-Grace): 


Q. The explanation of that previous observation; the reason I draw 1951 
into this discussion is that, at that time the committee was considering the 
Financial Administration Act and certain changes therein, and the financial 
administration of the government of Canada, and the audit of the public 
accounts and financial controls of corporations. Therefore, that is the act 
under which Mr. Watson Sellar I would think operates and draws his author- 
ithy, is that correct?—A. Yes. 

@. And therefore I felt that a reference to that was quite proper. I was 
not trying to draw into the matter the individual proceedings of 1951. I was 
referring to the act, and my explanation of certain sections there, under which 
Mr. Sellar operates.—A. Yes. 

@. You see what bothers me? 


The CHAIRMAN: Well, again Mr. Hamilton, in 1951 the Financial Adminis- 
tration Act had been referred to the committee, and the committee very 
properly studied the act then, but it is not referred to the committee this time. 
that has been referred to the committee so I will allow Mr. Sellar to answer it. 
However, there may be some relation between your question and the matter 
Will you repeat it? 

Mr. HamiLton (Notre-Dame-de-Grdce): Essentially my question was; 
whether it would be possible for the federal government to engage in, say the 
purchase of arms for a foreign country as their agent, with the foreign govern- 
ment sending money to Canada, it going into the consolidated revenue fund, it 
being paid by the consolidated revenue fund for that purpose without it neces- 
sarily coming directly under the surveillance of parliament? 


Mr. CHAIRMAN: Just a minute Mr. Sellar. I do not think, Mr. Hamilton, 
that that is—that the matter you are referring to now is within the terms of 
reference of the committee. We are here to examine the Auditor General’s 
report for a specific period, and to examine the accounts for a specific period. 
I wonder whether it is proper for you to ask Mr. Sellar for legal opinions on 
hypothetical cases in the interpretation. of the financial administration Act. 


Mr. MITCHELL (London): Well, Mr. Chairman, we are considering non-tax 
revenues to the amount of $321-odd million, and Mr. Sellar himself said that 
that does not represent the full intake or outgo from the consolidated revenue 
fund, and Mr. Hamilton’s question is directed to the difference between the $321 
million and what the total intake and outgo may be. 


Mr. Beaupry: Mr. Chairman, Mr. Sellar has already indicated that that 
sum would come under the heading of revenue and I think that answers the 
question. 
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Mr. HamiuLton (Notre-Dame-de-Grdce): You see, Mr. Chairman, what Iam 
directing attention to is this, under disbursements of non-tax revenues you have 
got quite an adequate breakdown in the public accounts. There is an analysis 
of all the disbursements which are made in accordance with the parliamentary 
vote. I take an interest, however, more than an interest in revenues, because 
it seems to me that in certain cases we are not getting, to the same extent, 
details of revenue that we were getting on the details of expenditures. Coming 
now, down to this specific paragraph, and I have tried to direct everything within 
the frame of this specific paragraph; you find only a generalized statement 
regarding this in Mr. Sellar’s report under paragraph 4, and you find a further 
breakdown in table nine on page 25 in the explanation, but even there we 
finally come down to a fairly sizeable amount, not in relation to the total 
expenditures of the country, but, nonetheless, a fairly sizeable amount, for which 
there does not seem to be details of where it came from, as to the source. At 
the bottom of that there is an amount of $3:2 million miscellaneous, and that— 


The CHAIRMAN: What are you referring to exactly, Mr. Hamilton, $3-2 
millions? 

Mr. HaMILTon (Notre-Dame-de-Grace): The $3-2 million miscellaneous. 

The CHAIRMAN: Not in paragraph 4. What paragraph are you— 

Mr. HAMILTON (Notre Dame de Grace): Oh, no. 


The CHAIRMAN: We are supposed to be studying paragraph 4 as I under- 
stand it. 


Mr. FuutTon: It is page 25 of the public accounts which gives the breakdown, 
and the total $321 million. 


Mr. NOWLAN: Table 9. 

Mr. Haminton (Notre-Dame-de-Grdace): I identified it before. Table 9 on 
page 25 of public accounts. Now, that gives the breakdown of-the $321 million 
that was referred to in paragraph 4. 


The CHAIRMAN: Yes. 


By Mr. Hamilton (Notre-Dame-de-Grace): 


Q. We find $131 million odd for the post office, $133 million odd return 
on investments and that sort of thing; then we come down here to the bottom 
where we have got the item $3:2 million miscellaneous. I find myself interested 
in that because of the point I brought out before, it is possible for money to go 
into the consolidated revenue fund and come out of it, which has nothing to do 
with parliamentary votes. Now, I can see where it would come out without 
the authorization of parliament, so we would know nothing about it, and the 
only way to find out about this money is to locate it going into the fund. Do you 
agree with me on that Mr. Sellar?—-A. Well, of course, this table you refer to on 
page 25 of the public accounts is prepared by the Department of Finance, and 
they would be the people who could give you quite easily a listing of this $3-2, 
how it is made up, but if you went through the departmental statements that 
follow, you will find the contents of the $3-2 million made up of a large number 
of small items, special in nature, or of one sort or another under various depart- 
mental services. You would save time by questioning a Department of Finance 
man rather than myself, because they prepared that, and I don’t know where 
they get the $3-2 million. 


The CHAIRMAN: Well, if it is the desire of the committee, after we finish 
with Mr. Sellar we can assign somebody from the Department of Finance 
and get the information for Mr. Hamilton. 
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By Mr. Hamilton (Notre-Dame-de-Grace): 

-Q. Fine. I would just like to summarize my understanding so that I am 
quite clear on this point. It is possible for money to go into the consolidated 
revenue fund and to be paid out, which does not have the specific authori- 
zation of parliament?—A. No. 

Q. I beg your pardon?—A. I would not say that, sir. The very large sum 
that you talk about would be represented by post office money orders, and 
postal notes. Now, they are authorized that system is authorized by the Post 
Office Act, and they would not they do not appear either as revenue or expend- 
itures, and they run into very large sums of money in a year. 

Q. Yes.—A. Then again, we have this general authorization in the Finan- 
cial Administration Act which says that moneys received by or on behalf of 
Her Majesty, for a special purpose and paid into the consolidated revenue fund 
may be paid out of the consolidated revenue fund for that purpose, subject to 
the provisions of any statute applicable thereto. Now, that is a parliamentary 
direction and authorization; so I have to challenge you, sir, when you say, 
“Without authorization of parliament’. There is that general power. 

Q. But I was thinking to take your specific bull.—A. Yes. 

@. And I refer not to your words, but to the animal. There is a case 
where the money can be paid in and out without specific parliamentary author- 
ization?—-A. I would say so, yes. 

@. Where it would not come under the surveillance of parliament?—A. It 
would come under just what I have quoted to you. 

The CHAIRMAN: Would it not be true, Mr. Sellar, that such a receipt of 
money would not be under the specific authorization of parliament, it would 
be money that was paid in voluntarily for a specific purpose, and earmarked 
for that purpose, and used for that purpose, and neither the receipt nor the 
disbursement would need to be authorized by parliament because it is paid 
in voluntarily by the taxpayer and used for that os purpose, is that not so? 

The WitnEss: That is my view. 

Mr. HARKNESS: In this section there is interest on loans to national govern- 
ment, $35,684,000. Looking at the table on page 26, table X, I see the United 
Kingdom is responsible for $22-8 million, and other national governments $12 
million. What are these other national governments, and are any of those 
joans in default? 

The CHAIRMAN: Have you the answer for that? 

The WitNEss: Yes. Will round figures satisfy you, or do you wish them— 

Mr. Harkness: No, round figures will be fine. 

The WitNEsS: France $6,025,000; Netherlands $3,179,000; Belgium $1,- 
557,000; Norway $376,000; Czechoslovakia $624,000; Indonesia $106,000. The 
only country that is in default is Nationalist China, and as a matter of fact 
Norway is paid in advance. 

Mr. HarKNESS: How much is Nationalist China in default? 

Mr. Beaupry: $24,329,000, according to paragraph 63 on page 22 of the 
Auditor General’s Report. 

The CHAIRMAN: What page, Mr. Beaudry? 

Mr. BEeaupRY: Page 22, paragraph 63 of the report before us. 

The CHaIRMAN: Are there any more questions on paragraph 4? 


By Mr. Noseworthy: 
Q. I have just one question, Mr. Chairman. Coming back to the point 
raised by Mr. Hamilton (Notre-Dame-de-Grdce): just what audit is made of 
the amounts which are paid into the consolidated revenue fund and the amounts 
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paid out under the authority that you reported?—-A. Again, the test is not a 
100 per cent examination. But at the year end we have to reconcile the overall 
totals, and if there is any discrepancy between what the overall totals should 
show and what the records of the department record, we then check back to 
find it. It may be that in one department there is a 100 per cent examination 
while in another department the examination may be a very limited one. But 
everything is recorded in the accounts of the department. 


The CHAIRMAN: Are there any further questions? 


By Mr. Thomas: 

Q. What provincial governments are included in this? 

The CHAIRMAN: Would you mind repeating your ausetian please, Mr. 
Thomas. 

Mr. THomas: I think I have found it now, thank you. 

The WItTNEsSs: It is the western provinces in connection with the settlement 
made in 1948. 

Mr. THomMas: I see. 


The Witness: A list of the provinces that owe money is given on page 95 
of the public accounts, schedule F. 


The CHAIRMAN: Are there any further questions on schedule F, or on 
paragraph 4? If not, let us proceed to paragraph 5. Are there any questions 
on paragraph 5? : 


By Mr. Harkness: 


Q. I am not quite sure what Mr. Sellar is getting at by saying that there 
should be perhaps a different classification, or that the thing would be clearer 
if this particular classification was omitted. 


The CHAIRMAN: What classification are you referring to? 
Mr. HarKNESS: That occurs at the end of this paragraph. 


The CHAIRMAN: At the end of which paragraph? You mean paragraph 5? 
Thank you. I have not reached the end yet. 


The WITNESS: My view is that with things as they are now, with expen- 
ditures of over $4 billion, and with special receipts of a relatively small sum, 
it would be less confusing if you just threw them into an ordinary revenue 
statement, and not have special statements which might cause some people 
to wonder: why are these shown separately? I would just merge them in with 
the others. Immediately after the war it was a very large item, but now it is 
quite small. 


By Mr. Harkness: 


Q. What is the nature of these surplus crown assets which are now included 
in this $25 million? —A. Do you want a summary of them? 


Q. Just a very rough summary. As you said, at the end of the war this . 


was a very big item because there were large amounts of surplus war mate- 
rials, buildings, and so on being disposed of. But that situation has now come 
to an end, and I wonder what these items include now in view of your opinion 
that they should be not classified as special items any longer, but just come 
under the general revenue?—A. In 1946, for example, special receipts totalled 
$650 million. That is why I say that it was a big item then, but now it is about 
$29 million, and of that, $134 million represent instalments payable under 
agreements for-sale for either plants and ships, or whatever you like to call it, 
as they are sold. Sales were made on the basis that the payments would be 
made over 10 or 15 years or so. That took $134 million. 
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Then some war time housing has finally been disposed of, and that provides 
$44 million. Out west we sold certain telegraph lines. I think these ran out 
of Prince George but I am not sure. They represented $134 million. The Wheat 
Board had two little surplus accounts, and both were around $300,000. We 
received $150,000 from the National Film Board being its profits in the previous 
year. They are just little items like that which now comprise the total. 


By Mr. Fulton: 


Q. I am not altogether clear on this matter either. I wonder if you would 
be kind enough to explain to me, or perhaps make a reconciliation of your 
statement starting in the second line of paragraph 5, with the total found on 
page 27 of the public accounts, table XI. You say that about $25 million of 
the special receipts of credits represent proceeds on the sale of surplus crown 
assets, but that the amount should not be regarded as all inclusive, because 
$5,058,000 of proceeds from other sales was included in ordinary revenue under 
the heading of non-tax revenues. By these words “other sales’, do you mean 
sales of surplus crown assets?—-A. Yes, sir. 

Q. Then that $5 million should be deducted from the $25 million, and it 
would come out to $20-5 million as shown on page 27. Is that the way in 
which it is arrived at?—-A. I am sorry but I am not clear. That total on page 
27 comes to the same figure as I have, $28-8 million. 

Q. Yes. In the breakdown of the total you show proceeds from the sale 
of crown assets as $20-5 million. But in the first statement in paragraph 5 on 
page 3 of your report—you say about $25 million of this is represented by 
proceeds of sales of surplus crown assets?—A. Yes sir. 

Q. Let me ask you this: why is that $5 million to be deducted? Was that 
not in effect sales of surplus crown assets?—-A. No, it is not deducted. It is 
shown under another heading. We feel that the total amount was really $34 
million and not $29 million, because you have $5 million shown in a different 
statement. That is why I wanted to merge it all together so that there would 
be no guess work and you would find the exact total in one spot. 

Q@. I am confused again. You say that the $25 million represents proceeds 
from sales of surplus crown assets; while on page 27 the proceeds from the 
sale of crown assets is shown as $20 million. 


The CHAIRMAN: Plus four and one half. 

Mr. FULTON: Yes. Now I see. 

Mr. BEAuDRY: The actual proceeds were around $33 million? 
The WITNESS: Yes, about $34 million. 


By Mr. Noseworthy: 

Q. I think the point there is that at the beginning of paragraph 5 we are 
told that $25 million of the $28 million was proceeds from sales of surplus 
crown assets, whereas in the total on page 27, only $20 million of the $28 million 
is accounted for by proceeds.—A. No, sir; plus the $4:°5 million for the war 
time housing that was built by the war time housing corporation and which 
was really regarded as war activities. 

Q@. You mean that was included in the $25 million in your paragraph 5?— 
A. Yes. 

The CHAIRMAN: They are also crown assets. Are there any further questions 
on paragraph 5? 

Mr. BeAaupry: Mr. Chairman, can we larity the total of $28,839,000, the 
figure corresponding to the five or so words in the first line of paragraph 5, 
$28-8 million? 

The CHAIRMAN: Yes, that is so, evidently. 
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By Mr. Regier: i 

Q. Mr. Chairman, I think I know ‘how the Auditor General works in 
regard to the expenditure of public funds. However, I am not clear on how 
far his authority extends when it comes to the disposal of Crown assets. Who 
assures the taxpayers of Canada that value has been received for assets sold? 
Is that solely under the jurisdiction of the department concerned or is that 
also included in the responsibility of the Auditor General? I have in my 
mind, at the present time the government is undertaking quite extensive sales 
of homes under Central Mortgage and Housing Corporation. Do we have to 
rely exclusively on the reports of that organization to assure that value is 
being received, or is that also within the jurisdiction of the Auditor General?— 
A. Well, the Auditor General has no responsibility for policy that is a decision 
vested in the executive. Only if a price were outrageous in relation to the 
value of it, I think would I ever have anything to bring to the notice of this . 
committee. I certainly would not have any power to say it was wrong. But, 
actually, before any of those surplus assets are sold bids are always invited 
by public advertisement. And if it is in a large amount, the governor in 
council or the treasury board has to sanction the deal. So I think you are 
reasonably protected. And so far as the wartime housing you are referring 
to is concerned, this was housing built around munition plants in various 
parts of the country. But, at the end of the war the Wartime Housing 
Corporation was wound up and as a convenience Central Mortgage was assigned 
to take over the management and disposal of them. My understanding is—of 
course, I am not the auditor of Central Mortgage—but my understanding is 
they always try to sell to the occupants of those places if they want them. 
They fix their prices on the basis of the time the houses were built, the cost 
of them, the construction, their use since and what a fair going price is. Now, 
I do not think they are trying to make a big profit out of it, but rather in terms 
of the value to the fellow in the place. If he has kept it up well, they would 
like to see him get it. . 
3 Q. We have the Auditor General admitting some responsibility. He says 
if an outrageous price were asked, either high or low—I wanted to ask what 
procedure he has for a case of that kind coming to his attention—and he also 
mentioned they are not sold unless bids have been asked for—what means 
has he for the like of these things being called to his attention? Does he 
exercise some over-all supervision over these sales?—-A. No, but we have 
access to all files, and we are auditors of the surplus Crown Assets Corporation, 
and, therefore, we are required to keep ourselves familiar with its activities. 
But, we do not try to say that we know better than the department concerned 
what is a fair price for a thing. 


Q. Is it right to say then, that unless a claimant wrote into the Auditor 
General’s department, the likelihood exists that sales could be made without 
bids being asked for or that an outrageous price could be asked for, either 
high or low, and a sale actually made, and it comes only to the notice of the 
Central Mortgage and Housing Corporation officials?—-A. In a sense, sir, that 
is a hypothetical question. But, as to the direct question would we only 
know it if somebody writes in and complains to us, actually, I have never 
received a letter from anyone complaining about prices. As to our general 
knowledge, it is just a review of the files. 

If you limit your question solely to housing, wartime housing sold, then, 
Central Mortgage is the authority that you should investigate to find out about 
that. If it is general, you have to bear in mind that in some cases there could 
be only one buyer, only one person would be in the market for that particular 
thing. And you do not need extensive advertising in a case like this. 
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By Mr, Fulton: 


Q. Mr. Sellar, you have told us you are not the auditor for Central Mort- 
gage and Housing Corporation?—A. Yes, sir. 

Q@. And they are now making all the sales of these houses whether war- 
time houses or built subsequently?—-A. That is right, sir. 

Q. So, they do not come under your jurisdiction in any way?—A. No, the 
act provides that two firms of accountants examine their accounts. 


By Mr. Nowlan: 


Q@. Mr. Chairman, with respect to the Crown Assets Surplus Corporation, 
I would like to ask Mr. Sellar a question. What is the bookkeeping set-up 
with respect to assets which are sold by the Crown Assets Corporation? 
Perhaps I can illustrate it better by something that happened recently. The 
Crown Assets Surplus Corporation offered for sale assets which formerly 
belonged to the Department of National Defence. They were offered for sale 
in bulk—not in bulk, but there were 28 units advertised for sale, and, in fact, 
there were 15 particular sales of 28 units each. And, I presume, all these 
matters have been transferred over to Crown Assets Disposal Corporation 
before sold. After the sale was made and the purchaser bought them, the 
officer at the R.C.A.F. station where some of these were located said, ‘““‘SSome- 
body made a mistake, one of these units should not have been included.” It 
was a very valuable one. Actually, there were 28 units which were not sold, 
and which are still, I presume, vested in the Department of National Defence. 
How does your bookkeeping system show a matter such as that in so far as 
the balance sheet is concerned? Are they still considered the property of the 
War Assets Corporation and not sold or transferred to the Department of Na- 
tional Defence? | 

Each of these items was worth about $5,000, there was about $100,000 
involved. They. were advertised for a year and then sold. Tenders were 
called for; and yet delivery was refused on bought and delivered, with 28 of 
these particular units, because they said someone had made a mistake. Na- 
tional Defence said, ‘They should never have been transferred to Crown 
Assets, they do not belong to them and we are going to keep them.” I wonder 
if you had an experience such as that, and what the situation is as far as your 
records are concerned. 


The CHAIRMAN: These are houses you are alluding to? 


Mr. Now.tan: No, items of national defence. The particular unit is a 
generator unit, 28 generators complete with all the appurtenances thereto. 
They were included in a package lot of 28 units. When the sale was made 
this one unit was deducted, and they said, “No, you cannot take that one. 
Someone made a mistake.” 

The CHAIRMAN: And you want to-know what the bookkeeping entry was 
in that connection? ~ - 

Mr. NowLaAn: Yes, what became of these generators and how could they 
be transferred to the Crown Assets? Subsequently the Department of National 
Defence said, “They are not Crown assets; they are ours.” 


The CHAIRMAN: If Mr. Sellar has the information there is no objection 
to his giving it. 

The WITNESS: The situation is this; immediately after the war it was the 
practice of the Department of National Defence sometimes to turn over all 
storehouses with all contents, and the corporation took possession and control 
and had to make the inventory and everything else. That was not found 
to be efficient or effective. Subsequently it was arranged with the Department 
of National Defence that when the department declared something surplus 
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custody would continue in the department; but the responsibility for negotiating 
for the disposal would be taken over by the corporation. Therefore, in the 
instance you have referred to, namely that of these generators, the Department 
of National Defence would be the physical custodian of the material. You 
might say that Crown Assets were merely acting as a sales agent. The act 

also provides, if my memory serves me aright, that at any time if the depart- - 
ment requires something that it has declared surplus the Minister of Defence 
Production can say: ‘all right you can keep it.” 

The CHAIRMAN: But as a matter of fact it does remain in the physical 
custody of the department? , 

The WITNESs: And in its store records. But you have to bear in mind 
that national defence stores are not reflected in the account. 


Mr. Nowtan: The assets are not transferred from a particular department 
to the Crown Assets Disposal Corporation? 


The Witness: No. You can say that they are technically; but physically, no. 


Mr. Hamitton (Notre-Dame-de-Grdce): Before any defence equipment 
or supplies can be disposed of is it necessary for them to be declared surplus 
by National Defence? 


The WITNESS: If they come within the meaning of surplus crown assets, 
yes. They must be declared over the signature of the minister. 


By Mr. Goode: 

Q. I would like to ask the witness a question about the auditing of Central 
Mortgage and Housing Corporation accounts. I am rather interested, and I 
would like to know on whose authority is the auditing of Central Mortgage 
and Housing Corporation accounts done by outside accountants?—-A. Under the 
authority of the parliament of Canada, sir. It is in the act. 

Q. Have you ever been approached to supervise the ne of Central 
Mortgage and Housing accounts at any time?—A. No sir. 


The CHAIRMAN: Are there any other questions on paragraph 5? 


By Mr. Fulton: : , 


@. Are assets such as wartime houses and defence department stores 
reflected in the balance sheet of Canada? 

A. No sir. Incidentally, some assets of the Central Mortgage and Housing 
Corporation are so reflected by reason of loans they have. The loans are set 
up as assets. But as to the physical part, the answer is, no. It is not the 
practice to put up stores as assets in the balance sheet of Canada. 

Q. Has it ever been?—A. In modification of that answer, let us take for 
example the Department of Transport which has a revolving fund for stores— 
from memory it is in the region of $4 Se That amount is set up as an 
asset. 

Q. I am completely unfamiliar with these things. Could you tell us 
whether, in striking a balance sheet it would be normal not to reflect the 
physical assets?—-A. No. But it is not normal for a government to have a 
balance sheet. We are unique in this country. We provide a statement of 
assets and liabilities and the Minister of Finance is required to make a 
selection. What he does is this: he limits his listing of assets and liabilities 
to what we might call the cash items. He does not list any stuff that could be 
converted into money. 

Q@. The only way these things ever come into the account is when they 
are disposed of, and the cash for the sale appears?—-A. Take this building 
here, for example. It is not in the ees statement. It is charged to expen- 
diture. 
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_ Mr. APPLEWHAITE: May I ask a question in that connection, Mr. Chair- 
man? When government money is spent for the buying of an asset such as a 
truck or an airplane is this shown as an expenditure at the time? 

The WITNESS: And is written off. . 


The CHAIRMAN: Are there any other questions on paragraph 5? If not 
we will proceed to paragraph 6. There are no questions. Paragraph 7. 


By Mr. Noseworthy: 


@. In paragraph 7 there is a reference to the Agricultural Prices Support 
Act, and a reduction from $37 million to $3 million. Where can we find the 
details of that reduction?—-A. There is a reference to it in paragraph 51 of 
my report and you will find a statement regarding the Agricultural Prices 
Support Act in A-75 of the public accounts. 


The CHAIRMAN: Are there any more questions with regard to paragraph 
7? If not we will proceed to paragraph 8. 


By Mr. Harkness: 


@. Mr. Chairman, in paragraph 8 it says that a reserve was set up 
about 15 years ago to provide against losses on ultimate realization of assets 
listed in the statement of assets and liabilities. No addition was made to the 
$496,384,000 reserve in 1954-1955, while in the previous year $50 million had 
been added. What are the assets that this reserve is set up against? What are 
the assets which are referred to in this case?—-A. Everything listed on the 
assets side of the statement of assets and liabilities is set out on page 86. That 
is all the loans, investments and so on. 


The CHAIRMAN: You are referring to page 86 of the public accounts? 
The WITNESS: Yes, there is a general reserve against everything. 


By Mr. Harkness: 


Q. I know you have dealt with this particular item on page 35. It says 
there that the balance of the reserve is equivalent to 6:9 per cent of the 
aggregate recorded assets. Do you consider that this is sufficient?—-A. Pardon 
me sir, did you say page 35? 

Q. Yes, at the bottom of page 35. It mentions some $496 million. A. Yes 
sir, but that is the report of the Deputy Minister of Finance, not mine. You 
would have to call him. The Deputy Minister of Finance signs that report. 

Q. In any event this $496 million constitutes apparently 6-9 per cent 
of the aggregate recorded assets. My question is: do you consider that that 
is a sufficient reserve? 


The CHAIRMAN: I think that question should be askéd of the Deputy 
Minister of Finance who signs the report. 


The WITNESS: I can give an answer to that. 


The CHAIRMAN: If Mr. Sellar is prepared to answer the question I have 
no objection. 


The WITNESS: I do not want to refer members back to the auditor’s books 
of previous years specifically, but on more than sone occasion I brought to 
the notice of the House of Commons in my report that the Department of 
Finance never provided me with a schedule as to how these sums of $25 
million or $50 million were calculated—what assets were recorded as doubtful 
or not, and I told them that I could never accept it without question because 
it seems to me extraordinary that our assets should diminish at the rate of 
$25 million or $50 million every year. It was not logical. But the Department 
of Finance never gave this information to me. You cannot complain, or 
criticize the government for this because they are, actually, showing their 
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net debt as something bigger than they would otherwise. They would, rather, 
be working against themselves if they want to show a low net figure. However, 
I am hopeful. The Department of Finance has now decided that at the moment 
they need not put up anything. That may mean they are analyzing their 
assets more carefully and that in future they will give me particulars with 
regard to the way in which they calculate these assets. On that basis I can 
form an opinion and if I think there is something which you shave eee! should 
know I could put it in my report. 


By Mr. Harkness: 


@. The situation at the moment seems to be this: we really have no ~ 


basis on which to reach a conclusion as to whether this reserve is ample or 
whether it is not?—-A. No sir, unless you ask the Deputy Minister of Finance 
to explain it to you. I cannot, because I have never got any explanation. 


Q@. I remember something which took place in past years with regard 


to this matter and that is why I asked the question. I take it from your — 


answer Mr. Sellar that you would consider this to be a matter which we 
should take up now with the Deputy Minister of Finance?—A. Yes sir. 


The CHAIRMAN: If I understand you correctly Mr. Sellar the gist of your 


ees eee, 
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remarks is that this reserve has not been justified. In other words as far as © ; 


you can see this reserve is not required? 


The WITNESS: No sir. I did not say that. I think you need a reserve : 


because there are some of these assets on which you will never get the money 
back altogether. I am not trying to criticize the future of any of the crown 
corporations, but they will never repay all of the money that we have spent 
and which is up there as assets. There are some loans recorded to foreign 
governments in respect of which we may not get our money back. Then again, 


we may have to negotiate a settlement or a compromise with some of the ~ 


provinces at some time, and all for good reason. Therefore I think it quite 
proper that the Minister of Finance has set up a reserve. The only thing I 
do feel is that we should have a little more information about this subject. 


We have to be fair to the Minister of Finance. He says: “I cannot disclose 


in print particulars of the assets which I regard as perhaps doubtful accounts.” 
He said that he cannot particularize and he has a point there. But I do think, 
inside this room or by letter, he should tell me how he calculates it so that 
when I am certifying the financial statement I do not need to automatically 
qualify as 1 am now. 

Q. In other words if there were more information you could give a truer 
picture of what the contracts actually are?—-A. Yes, whether it is fair or not. 


By Mr. Argue: 


Q. Can you give us the reason why there was no money put in this 
account in 1954-55 and $50 million was added to it the year before?—-A. This 
is a decision of the Minister of Finance and you would have to ask him. Offhand 
my opinion would be that the minister decided he had an adequate reserve 
for the time being and was not going to add to it this year. 


Q. Is it possible, under this procedure, for the Minister of Finance to hide 
or get rid of part of a rather embarrassingly large surplus, and in a year when 
he might be incurring a deficit the thing he is likely to do is put nothing in 
the account and when he has overtaxed .the public in a given year he is 
likely to put a substantial amount into the account? 


The CHAIRMAN: That is a hypothetical question which the Auditor Satie 
should not have to answer. 
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By Mr. Regier: 

Q. Could I ask Mr. Sellar under what legislation or authority has the 
minister the power to allocate anything to such a reserve, and if so is that 
authority also one at the discretion of the minister?—-A. Mr. Chairman, sec- 
tion 63 of the Financial Administration Act provides that: ‘Subject to regula- 
tions of the Treasury Board, the minister may establish such reserves with 
respect to the assets and liabilities, as in his opinion are required to give a 
true and fair view of the financial position of Canada.” 


Mr. REGIER: Thank you. 


By Mr. Leduc (Jacques Cartier-Lasalle) : 
Q. Is it true that the government operates on revenues and expenditures? 
—A. Yes, a cash basis only. 


Q. And that the reserve will only be to set up the assets and liabilities? 
—A. Yes, sir. . 


By Mr. Fulton: 


Q. Do I understand from that the implication is this is not a transaction 
of cash at all?—-A. No, just bookkeeping. . 

Mr. HARKNESS: Mr. Chairman, I would suggest we should keep it in mind 
to have the Deputy Minister of Finance present at a subsequent meeting in 
order to go into this particular matter, which I think is one of some importance. 


The CHAIRMAN: I am making a note of it. If it is the desire of the com- 
mittee we shall do so. 


By Mr. Leduc (Jacques Cartier-Lasalle): 

Q. I think this item of reserve is only a matter of a decision in respect to 
the assets and liabilities, whether you put $50 million as a reserve or $45 
million; it only affects your statement of labilities?—-A. That is quite right. 
It is not a write-off of any of your assets. It is just a reserve against what 
they may ultimately produce. 

The CHAIRMAN: Is it not the same as a reserve set up by any corporation 
for bad and doubtful debts? It is a matter of estimation? 

The WITNESS: Yes. 


The CHAIRMAN: Some people may think it is too much and others may 
think it is not enough. 


By Mr. Fulton: 

Q. When it is decided that it is uncollectable and you would write it off 
then does your reserve depreciate by that amount?—A, First they would 
have to come to parliament and get permission to write off that bad debt 
and then it would be charged as a rule against this reserve. 

@. And the reserve would be decreased by a certain amount?—A. Yes. 


By Mr. Noseworthy: 

Q@. Is there a table here, or available, showing over what years that 
$496 million reserve was paid up and the amounts placed there each year?— 
A. There is no table, sir. But it started I think in 1941 at $25 million, continued 
at that rate for several years and then was increased to $50 million and then. 
this continued for the year I am now reporting on. 
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Hon. Mr. Rowe: 


Q. Would there be anything to prevent a Minister of Finance adding an 
occasional $200,000 at any time?—A. I could not imagine him doing it, sir, 
because he would show an awful deficit. : 


Mr. HARKNESS: Unless he hada big surplus. 


Hon. Mr. Rowe: If the Minister of Finance’s spied ctean 2 was not too good 
he could probably do that. 


The CHAIRMAN: I think it is a matter of estimation what the reserve 
should be and the Minister of Finance is entitled to put up what he wants. If 
the house thinks it is not right, they can bring it to the attention of the public. 


Hon. Mr. Rowe: We have no details of it. There is such a vast difference of 
opinion even in the House of Commons. It is the practice I am thinking of 
rather than being critical. 


The CHarrMAN: As Mr. Sellar has said, he thinks it would be a good thing 
if the committee were given details of how these reserves are estimated and 
when we have the Deputy Minister of Finance here I think you can ask him 
this question at that time. Mr. Sellar has not got the details. . 


Hon. Mr. Rowe: It is pretty hard to pass any opinion on the soundness of 
judgment as to whether we need over $500 million which you have now, in 
comparison to 1950 of $25 million as we had at the start. 


- The CHAIRMAN: I do not think there is a danger of his setting up $500 
million in any one year. 


Hon. Mr. Rowe: The total amount. 


Mr. Recier: I cannot reconcile in my mind the answer Mr. Sellar gave 
Mr. Rowe a few moments ago. Mr. Rowe suggested a situation where $200 
million would be put into the fund and Mr. Sellar’s reply was he would have 
an awfully big deficit. If I got it right it cannot be reconciled with the answer 
given us before, that actually it is not an outlay of money at all and is merely 
a bookkeeping entry. That would not explain the answer Mr. Rowe got. If that 
is all it is, it could not possibly be responsible for a deficit. 


The CHAIRMAN: It would not be shown as a deficit because it would be 
inscribed as an expenditure. It is in the report here: Added to reserve and 
charged to expenditure. 


Mr. Recrer: It was explained that in no case is it an ce menairines 


The WitnEss: I may have been a little loose in my language. I used the 
word ‘‘deficit”; I should have said “net debt’, which would be more accurate. 
It would have affected your net debt figure and that is what you quote when 
you speak of the financial position of the country, the net debt figure. 


The CHAIRMAN: Are there any other questions on paragraph 8? Para- 
graph 9? 


By Mr. Fulton: 


Q. Mr. Sellar, would you, in respect of your comment in the first two lines, 
tell us how it was handled up to 1954-55?—-A. You are referring now to the 
old age security fund? 


Q. Yes.—A. That account has run a deficit every year and it is treated as 
a special account to which a portion of the income tax and a portion of the 
sales tax revenues are credited. The act provides that the Minister of Finance | 
may make advances to the credit of this account when necessary. This is the 
amount he has had to advance. The act also provides that the minister from 
time to time shall keep the house informed as to whether he.thinks the vote 
will produce enough to carry it or if appropriate action should be. taken to 
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raise the income of the fund. For several years the practice has been, by an 
item in the estimates, to charge off the deficit to expenditure and keep the fund 
in balance. That is still being done. That is how the account stands; instead 
of raising the levies you charge it off to expenditure by means of the item of 
estimates. 


Q. That was not done in 1953 and 1954, you say.—A. No, but it has been 
done since. It was done in 1955. 


Q. Was 1953 and 1954 an exception?—-A. No, there is no exception. The 
treatment is the same, but you have got to bear in mind they do not know 
their exact figure at March 31, and therefore action is taken in the subsequent 
financial year. It was carried forward. Pardon me, Mr. Chairman, I see 
what is worrying Mr. Fulton. In one year it was done within the year and 
the next year it was not done, and therefore you have a hiatus in that one year. 

The CHAIRMAN: Any other questions on paragraph 9? 


By Mr. Noseworthy: 


Q. Is it, Mr. Chairman, to be the practice of the government each year 
to charge off any deficit of the old age security fund as was done last year?— 
A. That has been the practice, sir, to bring in a vote to parliament, generally 
in the supplementaries, or some other time to write off that deficit to date. 


The CHAIRMAN: Any questions “on paragraph 10? I might ask you, Mr. 
Sellar on paragraph 10, why is the amount of the subsidy payable to Ontario 
so much higher than any of the other provinces? 


The WITNESS: I carr get you the figures, sir. It is a much larger province, 
of course, but again the Deputy Minister of Finance is the man that has the 
statistics, and you are thinking of having him, but it is really because the 
province of Ontario is a larger province and has a big source of income. 


Mr. TUCKER: Quebec signed no tax rental agreement and Ontario did. 
The CHAIRMAN: Any other question on paragraph 10? Any questions 
on paragraph 11? 


By Mr. Hamilton (Notre-Dame-de-Grace) : 

Q. Just one simple one, Mr. Chairman. At least I hope it is simple. The 
last sentence ‘says, “Post Office costs do not include outlays for accommodation, 
these being items of expense charged to public works appropriations.” That 
is general throughout the government, that public works takes up the cost for 
provision of buildings and that sort of thing for all departments. Now, my 
question is this, Mr. Sellar, is there any subsidiary schedule anywhere which 
contains, either perhaps in your report or in the details, an estimate of the 
cost of these services, department by department, provided by Public Works?— 
A. No, sir. In your earlier statement you are not fully correct, sir. The de- 
partment of insurance, by law, has its expenses reimbursed by insurance com- 
panies and trust companies, and in billing the companies for their share of 
the cost, the rentals that the Public Works pay are included. Likewise in 
the case of unemployment insurance, while the Public Works Department may 
rent office accommodation for the unemployment insurance and pay the rent- 
als, U.I.C. reimburses rentals for them. 


Q@. To Public Works?—-A. To Public Works, yes, and in certain~cases 
National Defence pays the cost rather than the Public Works. 


Q@. But apart from one or two minor exceptions.—A. For the departments 
generally, we look to Public Works, and you will not find any place a tabu- 
lation of what you may call an interdepartmental service charge against a 
department. 
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Q@. The reason I ask that is that the Post Office Department’s statement 
contains their own estimate of some $13 million for the provision of these 
services by the Public Works Department. I was wondering if there was any 
opportunity to verify that independently of the statement in the Post Office 
Department report?—-A. I suppose there could be, but I don’t know whether 
anybody has ever done so. 

The CHAIRMAN: They must have it in the Public Works TYobaeeneie 
books, surely? 


The WITNESS: Well, sir, your trouble is this: we in this country like to ue 


have rather ornate public buildings. We quite often put post offices on the 
ground floor. However, you could give exactly the same service, postal services, 
in much cheaper floor pace than we do in public buildings. We own that build- 
ing, therefore what is the comparable rental rate that we should show in esti- 
mating the value of the post office? Should we say it is $5 a foot because this 
is an ornate building, or could we say we could get this rental for $2 a foot, 
what figures should we use? If you have a rental you have the figure, but when 
the government owns the building you are estimating what the rental should 
be. I know that the Post Office has claimed they could never afford to pay 
a rental based on the cost of some of the public buildings we put up. The 
postal service would not justify it. That is why I say it is a matter of estimate 
when you come to that. & 


The CHAIRMAN: Any other questions on paragraph 11? Paragraph 12? 


By Mr. Harkness: 


Q. Mr. Sellar, on paragraph 12, does this deficit of $151-8 million indicate 
the entire picture as far as the government financial situation is concerned? 
What I had in mind is this: there are a lot of crown companies, for one thing; 
and this is one example, which make a considerable profit. They do not turn 
those profits over to the consolidated revenue fund, and therefore there is 
an asset there which belongs to the people of Canada, and which I would 
think really should be reflected in the over-all financial picture, but it is not 
shown, and there may be a considerable number of other items of the same 
kind; some of which may be assets and some of which may be liabilities. That 
is why I ask you the question as to what extent this shows the final financial 
picture for the year’s operation—A. Just transactions through the consoli- 
dated revenue fund, sir. It does not include profit of corporations that’ remain 
with the corporation. 

@. Well, is there anything else that it does not include?—-A. I would have 
to think that over, sir, before I tried to give you an answer because I do not 
want to mislead you. I do not know the answer at the moment. I would like 
to think that over. ; 

Q. You see, this is the thing I have wondered about on several occasions, 
how can you get at the real, or the actual picture, because there is this one 
thing that I know of that is not included, and there must be oters.—A. Well, 
we have, of course, taken the view, sir—that is, when I say “we’’, I mean the 
audit office, that we should have the assets reflected in the public accounts of 
Canada comparable to the liabilities reflected in the accounts of the corpora- 
tions to the government of Canada, and that we should adjust those figures 
annually, so they do reflect what you have in mind, but that is just an office 
opinion. We have never discussed it with others and we do not know what 


their views are, but that would be one means we turn to to accomplish what 


you have in mind. 

Q. Well, at our next meeting can you let us have any other items such as 
the one I have mentioned which would make a difference in this figure of 
$151 million?—-A. I would have to think that over, sir. 
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Q. Well, that is what\I‘say; can you perhaps give us that information at 
the next meeting?—A. I think for your purposes, sir, it will come under para- 
graph 96 in my report. 

Q. Well, that is the one that deals with crown companies?—A. Yes, and 
that is where it would almost all be. 

Q. But my question was, what other items besides crown companies, which 
was the one I knew of, might not be reflected?—-A. As I say, I would like to 
think, but I do not know of any offhand. 

Q. Well, you might perhaps tell us next meeting?—A. Yes. 


The CHAIRMAN: Any other questions on 12? 13? 


Mr. HoLowacH: One question on 13, Mr. Chairman. Are the receipts 
and payments, Mr. Sellar, recorded directly in various special accounts; do 
they go through the usual audit examination by your department? 

The WITNESS: Yes, sir. 


Mr. FULTON: Would the revolving funds of the various departments be 
among those referred to on page 13, such as the Department of Transport 
revolving fund, would that be one you refer to there? 

The WITNESS: The costs and charges in that revolving fund are to appro- 
priations, and therefore we audit the account through these appropriations. 

Mr. Hamitton (Notre-Dame-de-Grace): Mr. Chairman, under section 
13 Mr. Sellar says, “—some acts direct receipts and payments to be recorded 
directly in various special accounts.’ And he then lists 1, 2, 3, 4, 5; are there 
any additional to the five which you list? 


The CHAIRMAN: You mean the five in the five following paragraphs? 


By Mr. Hamilton (Notre-Dame-de-Grace) : 

Q. Yes, he says ‘“‘The financial transactions of some are summarized in the 
following paragraphs.”—A. I don’t think there are any others, sir.. What is 
making me hesitate for a moment is that, I am not sure about the House of 
Commons pension account. I am not exactly sure what the status of it is, but 
I don’t think there are any. I think it is the whole list. 

@. If I may, just for a moment. again, to clarify in my own mind; I am 
sorry to be so slow about it, but the bull that you referred to before; the 
money would go into the public accounts and it would be paid out of the 
public accounts and as we said before it would not be recorded specifically. 
“Is there any way whereby one could find a schedule or listing of any such 
transaction in which the government was involved?—A. Yes. You will find 
at the end of the financial statement of every department a listing of the 
open accounts. That is where you will find anything that is left in there at 
the year’s end. 

If you are interested you will not find it anywhere except in the depart- 
ment’s records. You will not find it in the reports here. 

Q. That was, essentially, the point I wanted to make. If the federal 
government was acting, let us say, as purchasing agent for a private indivi- 
dual, buying a bull in South Amercia, or for a foreign government in buying 
arms and munitions in Canada, and if that money was paid to Canada and paid 
out in the same year, it would not be reflected in the public accounts at all?— 
A. No sir. 

@. And there is no way whereby we could ascertain that information from 
an inspection of the public accounts or of any public records of the govern- 
ment?—A. You are laying emphasis on “public records’; it is in the accounting 
records of course. 

Q. Yes, but there is no way whereby an ordinary member of parliament 
could turn it up at all?—-A. No. It is not laid before you. 
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By Mr. Maltais: 


Q. If there should be something wrong in the course of the year, you would | 


pick it up and mention it in your report, would you not?—-A. I would have 
LOSI. 


By Mr. Hamilton (Notre-Dame-de-Grace): 

Q. There might be nothing wrong whatsoever in the transaction. It might 
be a perfectly legal transaction; and therefore you would not find it necessary, if 
it was a perfectly legal and proper transaction, to bring it to our attention. 
A. No. I would make no reference to it, because I assume you are interested 
in what is falling on the taxpayers of this country, either in the way of their 
paying out money or bearing the cost. 


By Mr. Maltais: 

Q. If there was any loss on the part of the Canadian government, would it 
be recorded?—-A. Yes. If there was such a loss it would have to be paid out of 
something; therefore it would have to come out of some appropriation and would 
be reflected in that appropriation. 

Q. The taxpayers’ money is not endangered in that type of business. 

Hon. Mr. Rowe: If there was no loss, it would be none of parliament's 
business. 

The WITNESS: Yes sir. The words “parliament’s business” are your selec- 
tion. I would say that it is not parliament’s responsibility. 


By the Chairman: 


Q. Is it not a fact that it is not parliament’s responsibility because the money 
involved is not money collected from the people of Canada? ‘The money is 
received from outside sources for specific purposes and it is used for those 
purposes. Is that a fact?—-A. No, I would draw a distinction there. 

Q. I was referring to Mr. Hamilton’s (Notre-Dame-de-Grace) example, of 
the government buying arms or livestock, or anything, when in such cases the 
government gets the money from the very person for whom the government 
makes the purchase, and from whom they are receiving that money.—A. The 
reason I interrupted, Mr. Chairman, is that the British North America Act says 
that moneys in the consolidated revenue fund shall be appropriated by parlia- 
ment for the public services of Canada. 

If you buy something for an individual or for his benefit, that is not a public 
service activity. It is a personal transaction. That is the distinction I would 
draw. 


Hon. Mr. RowWE: You distinguish then between the bull and the 25 pound 
shells! 


, By Mr. Applewhaite: 


Q. Would this be a fair statement from the point of view of the Auditor 
General; that Parliament through the public accounts deals with moneys which 
belong to the people of Canada, and with them only? Is that a fair statement? 
—-A. Yes. As I said before, when the post office department sells a man a $100 
money order and later on redeems it, that transaction does not appear in the 
public accounts in any way. 


The CHAIRMAN: It is now quarter to one, and if it is not the wish of the 
committee to start on government annuities and the other particular paragraphs 
at this time, I think we might adjourn. 


Mr. NOWLAN: When do we meet again? 
The CHAIRMAN: On Tuesday at 11 a.m. 
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_. MINUTES OF PROCEEDINGS 


| TuEspay, March 20, 1956. 
The Standing Committee on Public Accounts met this day at 11 o’clock. 


The Chairman, Mr. Charles A. Cannon, presided. 


Members present: Messrs. Applewhaite, Argue, Ashbourne, Balcer, Balcom, 
Beaudry, Boisvert, Breton, Cameron (High Park), Harkness, Henderson, 
Holowach, Houck, Kirk (Antigonish-Guysborough), Maltais, McGregor, McLeod, 
McWilliam, Ménard, Mitchell (London), Mitchell (Sudbury), Monteith, 
Noseworthy, Pommer, Poulin, Regier, Schneider, Thomas, and Tucker. (30) 


Also present: Mr. William Benidickson, Parliamentary Assistant to the 
Minister of Finance. 


In attendance: Mr. Watson Sellar, Auditor General of Canada. 


The Committee resumed consideration of the Public Accounts for the 
year ending March 31, 1955, particularly the Auditor General’s Report thereon. 


Mr. Watson Sellar was called. He gave answers to questions asked at the 
previous meeting. 


His examination was continued. 


At 12.45 o’clock, Mr. Sellar’s examination still continuing, the Committee 
adjourned until Thursday, March 22 at 11 o’clock. 


Antonio Plouffe, 
Assistant Chief Clerk of Committees. 
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March 20, 1956. 
11 A.M. 


The CHAIRMAN: Order. We have a quorum, gentlemen, so we shall start. 


~ We shall continue this morning with Mr. Sellar’s evidence. 


At the end of the last meeting, Mr. Sellar, there were two questions. 
One by Mr. Hamilton, I think, and one by Mr. Harkness which you said you 
wanted to think over, and to which you said you would get the answers for 
this morning. 


Mr. Watson Sellar, Auditor General of Canada, called. 


The WITNESS: Yes, sir. 

The first question asked me was whether—in paragraphs 13, 14, 15, 16 and 
so on, where I list certain transactions which do not pass through the revenue 
expenditure statements—there were any other significant ones that should 
be added. I asked for time to think it over, because there is a very wide range 
of transactions that can be involved. Collectively you will find them either in 
item 18 in the statement of liabilities, or in schedules ‘‘K’’ and ‘“L” to the 
statement of liabilities. ‘““K” and “L” are set out on pages 100 to 102. These are 
very varied. A great many of them are of no concern. Some of them are small 
amounts. There is the Indian trust fund, there is the Post Office savings bank, 
and so on. I do not think that those are what the questioner had in mind, sir. 
I think what he wanted was something that related to the ordinary adminis- 
tration of government which was not reflected either in the income or outgo. 
If I am right in that assumption, I would say there is one account that I 
would have added in the light of the discussion on Thursday last. 

The treatment given to it is prefectly proper but I would have added, 


- by way of information, that the Post Office revenues do not include—that is 


the Post Office revenues as reported do not include about $20 million of ex- 
penditures and revenues that are made directly out of post office receipts. 
The reason is, the Post Office Act provides that the, cost of revenue post 
offices, and of certain transmittal charges, when goods—mail passes through 
foreign countries! shall be charged directly to revenue. Therefore, there is 
about $20 million, of which $174 million was paid to the revenue Post Office, 
that is recorded neither as revenue, nor as expenditure. The particulars are 
given, of course, in the public accounts on page S-13. Therefore, the informa- 
tion is before the committee. But, I think, if I were re- ne this particular 
part now, I would have included post offices. 

‘The second question, sir, if I recall correctly, was asked by Mr. Harkness. 
His first point that he raised was whether I was satisfied that the statement 
of assets included all liabilities of crown corporations and whether they were 


set up for the proper amount. I replied that I did not think so, and that I 


had referred to that later in my report. I drew his attention to paragraph 96. 
I am sorry, but I was careless, I should have also referred to paragraph 62 
which deals with that subject specifically. I apologize to you, sir, for making 
that slip. I should have said 62 and 96 as correlated paragraphs. 

Then Mr. Harkness asked me if the assets statement included al! items 
that would’ reasonably and properly be rated as assets. Now, we have to 
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bear in mind that we are dealing with about $7 billion of assets. Therefore, 
I took it for granted that Mr. Harkness’ question did not refer to some small 
incidental item, but he was really thinking in terms of large sums of money. 


There are two transactions, sir, where the accounting treatment is correct, 
but there is an alternative treatment that could be given. Those are the only 
two items that occur to me. 


The first relates to the unemployment insurance fund. I will use round 
figures. The account approximates $850 million. In the liability side of the 
statement of assets and liabilities, the amount shown in connection with that 
fund is approximately $13 million; that is all. But, in the schedule attached 
to the balance sheet it shows that the total of the fund is $853 million, but 
that $839 million are invested in securities. Therefore, it is only the net 
that is not invested that is shown. 


Now, the alternative treatment would be to show the total lability as 


$853 million on the liability side, and on the assets side put up a separate ~ 


item showing cash $13 million, Gad securities yao: million, and then you 
would have your balance. 


The reason for this treatment, gentlemen, if it is of interest to you, is 


that employees and employers regard this fund as their money, not government 


money. They want to keep it separate and distinct from the government 
accounts. This is psychological, but I think the same aim would be served 
if we showed it clearly. 


The second account, sir, which also involves a large sum of money is 
the advances to the treasurer of the United States for purchases that we are 
going to make in that country of munitions of war. 

I deal with that in paragraph 35 of the report now before you. 

Under the law of the United States a foreign government desiring to 
procure munitions from the government of the United States must pay cash 
in advance. As a result at the end of the financial year we had $343 million 
on deposit with the treasurer of the United States. Against that we had 
deliveries of approximately $181 million, so that there was a net balance in 
our favour of $162 million as of that date. 


Now, the total amount we have advanced to the treasurer of the United 
States has been recorded as expenditures in the year when the advances were 
made, not all in the year which you now have before you. Some relate to 
prior years, but they are all recorded as expenditures. Therefore, this item 
does not appear in the balance sheet. 


Now, my feeling is that in view of the fact that there is a very large sum 
of money involved, that the alternative treatment might be, to set up the 
equivalent of a procurement revolving fund, show that as an asset and charge 
all deliveries as made, so that you would have before you automatically in 
looking at the financial statement what was the amount of mores held by 
other governments. 


Those two, sir, are the only items that I think might be worthy of con- 
sideration, and as I said before, the accounting treatment is strictly right. 
Iam only offering an alternative to what is now being done. 


By Mr. Harkness: 


Q. Well, the general picture there, Mr. Sellar, would be, in order to get 
a sort of true picture of the assets, you would have to add to it this $162 


Were 
e. 


million and approximately $700 million from the unemployment insurance ~ 


fund plus an amount which you do not know from the crown assets, or, I mean 
from the crown companies?—A. Yes, sir, and you have to increase your hb 
item for the unemployment insurance fund proportionately. 
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Q. Yes. Now, on the other side of the ledger, as far as liabilities are 
concerned, are there any items there?—A. No, sir, no. 
Q. Just the item on the assets side?—-A. That, sir, is something I do not 


~ need to stop and think about, because that is my job, to see that they are all 
in before I certify the accounts. I am less ceniod over assets than I am over 


liabilities. 

The CHAIRMAN: Well, now that we have finished dealing with the questions 
that were held over from the last meeting, we might proceed with paragraph 
14 of Mr. Sellars report, ‘““Government annuities”’. 


By Mr. Pommer: 

Q. Mr. Chairman, on this item I notice in the last year is a $372,000 
contribution by the government to maintain the statutory reserve. Does that 
stay pretty well constant, that amount each year, $372 million, or does it vary 
to any great extent?—A. $372,000. 

Q. To maintain the statutory reserve?—A. Mr. Chairman, this is a 
deficiency, because it really stems mainly from contracts entered into prior to 
1936 when the government guaranteed 5 per cent interest compounded half 
annually. 


By Mr. Harkness: 

Q. Five or four?—A. Five, up to 1935. 

Q. I thought it was four—A. And then it dropped to four, but it is those 
old contracts. Currently the contracts are regarded as more or less actuarily 
sound, so there is no big change in those, and these amounts should diminish 
as the people die off, but you can regard them currently as more or less stable. 


By Mr. Pommer: 


Q. When you state, Mr. Sellar, this is actuarily sound, does that mean 
that the annuitant pays pretty well the cost?—-A. Well, the interest rate is now 


_33 per cent, and that is the statutory reserve. 


Q. What is meant by the “‘statutory reserve” there?—-A. That is the amount 
necessary, estimated by the actuaries as required to discharge the liabilities 


~ under contracts. 


Q. It varies then, does it?—-A. I beg your pardon? 

Q. It varies?—A. Yes. 

Q. I notice the amount at the present time is $864,543,000?—A. Every 
time a new contract is made, naturally the amount you require for the reserve 
goes up. 


By Mr. Monteith: 


Q. Mr. Sellar, the contracts that were entered into prior to 1936, would - 
they carry a 20-year guarantee as a maximum?—A. I am sorry, sir, I would 
have to inquire as to that. 

Q. In other words, these—this required amount each year will probably 
be diminishing rapidly from now on, would it not?—A. Again, I would have 
to inquire to give you a true answer, because I do not know. I will inquire 
and find out. 


By Mr. Harkness: 
Q. In what form is this credit of $864 million held?—-A. Bookkeeping. 
Q. It is straight bookeeping?—-A. Yes, sir. There are no securities. It is 
credited to the government of Canada. . 


> 
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Q. Well, in other words then, there is no interest received on it, and the 
money is used as part of the consolidated revenue fund, and the interest which 
is allowed on money paid in by contribution is just charged up against that 
consolidated revenue fund?—A. Yes, the government pays interest on the use | 
of the money. 

Mr. APPLEWHAITE: They paid that $31 million last year, did they not? 
This $31 million referred to in the second line was paid a the government? 


The WITNESS: Yes. 


The CHarRMAN: Are there any other questions, on paragraph 14? If not, 
we will go to paragraph 15, “Old age security fund”. No questions on paragraph 
15. We will take paragraph 16, “Unemployment insurance fund”. If there are 
no questions on paragraph 16 we will go to paragraph 17, “Superannuation and ? 
pension fund accounts’. There being no questions on paragraph 17 we will go 7 
to paragraph 18, “Army benevolent fund”’. 


ae 


Mr. BALcom: Mr. Chairman, I would like to ask Mr. Sellar if administrative 
expense of $84,000 seems high for the amount of money, that is $465,000 - 
disbursed. 


The CHAIRMAN: Yes, Mr. Sellar. : 


The WITNESS: Mr. Chairman, you have to bear in mind that the army — 
benevolent fund is a peculiar organization. The act stipulates that it is not 
part of the public service, nor are its employees to be members of the public 
service. It is an entirely independent body. . 

This problem in connection with administration charges stems from the 
fact that it has to cover the ten provinces of Canada. They may have a returned 
soldier some place away off, and not another one near. It has to go and make 
its investigation in that area. That is the reason. : 

Actually, sir, I think that the gentleman who compose the board are very 
careful in their expenditures. It is the volume of business and the way it is 
spread out that is responsible for the cost. 

I might add, sir, that the reason I make reference to the army benevolent 
fund, which is a small show as far as money goes, is because no place else will 
you find it in the public accounts. I am named the auditor of it, but it is not 
in the public accounts, and that is why I put it in. 


The CHAIRMAN: No more questions on paragraph 18? Then, we will pro- ~ 
ceed to paragraph 19. As there are no questions on paragraph 19 we will 
proceed to paragraph 20.. 

Mr. MONTEITH: Pardon me, Mr. Chairman. 


The CHAIRMAN: On 19 or 20? 


ee ee See 


of 
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By Mr. Monteith: 


Q. On 19. I wonder if I might ask Mr. Sellar if in his opinion the require- 
ments as set out under the Financial Administration Act are comprehensive 
enough, are they sufficient?—A. I think they are, sir. I regard the final words 
the all important thing, ‘“‘to any other case that the Auditor General considers 
should be brought to the notice of the House of Commons.” That is a basket ~— 
item and in our audit we regard that as covering anything that is not included 
above. , 


- The CHarRMAN: Are there any questions on paragraph 20? 


he 


By Mr. Harkness: , it 

Q. Yes, I wonder by what authority or by what means does the R.C.M.P..- 
hypothecate its funds that you mention for this rental scheme?—A. Well, : 
they are not—you mean to say their authority for making a long-term ; 
contract? ‘ na 
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 @Q. Yes.—A. Yes. Well, that is— 

~ @. Which binds them to certain payments’—A. Yes. That falls under 
the question of the power of the crown to contract for an indefinite period. 
So far as I know the law has always held that the crown can make any contract 
_it likes, but that the contract, so far as the money is concerned, is dependent 
upon parliament appropriating the necessary funds. Whether that is a correct 
statement of the law, I will leave to the lawyers to answer. 

Q. Well, then the situation here is that if parliament did not appropriate 
sufficient funds, this contract would be null and void?—A. I would not say 
null and void, sir. I would say it would be unenforceable. 

Q. Well, do I take it from this paragraph that you consider this was not 
a good contract?—A. No, sir, I express no opinion as to whether it is a good 
or bad contract, because I know nothing about rentals. The thing that worried 
me is really the relationship of the House of Commons with the executive 
government. 

@. Yes.—A. That is to say, when the House of Commons—parliament, 
pardon me, parliament has enacted that if Central Mortgage and Housing 
Corporation guaranteed any builder rentals, that they shall charge a premium, 
and that the term of the agreement shall not be more than 30 years. Now, 
that is addressed to Central Mortgage and Housing Corporation. The Central 
Mortgage and Housing Corporation is a little unusual among corporations. 
Might I read you one section of the Central Mortgage and Housing Corporation 
Act; it is section 3: ‘‘There is hereby established a corporation called the 
‘Central Mortgage and Housing Corporation’ consisting of the minister and 
those persons who from time to time comprise the board of directors. 
Consisting of the minister—’, are the words to which I draw your attention. 
You will find that in no other act. While the minister is not on the board 
of directors it is the using of this phrase, “consisting of the minister’ that 
puzzled me, whether that should be regarded as a direction, not only to the 
Central Mortgage and Housing Corporation, but also to the crown generally. 
I do not know the answer, but I thought I should bring it to your notice. 

Q. Well, as far as the estimates of the R.C.M.P. are concerned, the section 
which provides a vote for quarters and what not is adequate to cover this sort 
of business?—A. Oh, it might well be, sir, that there will never be a cent 
charged to the appropriation. The R.C.M.P. constables and officers who occupy 
this may pay enough rent to fully take care of every obligation arising under 
this contract. This is only in the event of the occupancy falling below 95 per 
cent when there would be a charge on the public funds. 

Q. When there is a liability. However, my question still remains; is 
there provision in the estimates to cover that kind of thing?—-A. Well, you 
have got a question of law. As far as I am concerned, I regard that National 
Defence has the authority to provide housing for its personel. I have always 
regarded that the R.C.M.P. had power to provide for its personnel. As a 
matter of fact, we have constructed various buildings, both in Ottawa and also 
in Regina, in the form of barracks for the accommodation of personnel. But, 
when you go beyond this and deal with general housing, it seems to me you 
have a question then of relationship between parilament and the department. 
I do not know the answer, but I thought I should draw it to your notice. 

Q. Well, from that point of-view, the question does not arise, I do not 
think, as far as National Defence is concerned, because you have a vote which 
takes. care practically of all the money needed for National Defence in the 
one vote, and it is quite within their power then to use that money for buying 
arms or in housing, or anything else which they feel. it is desirable as far as 
I can see, but when you come to the other departments you do not meet that 
same situation, the money that is voted for housing must be used for housing. 
Now, I do not, I cannot see particularly where there was any money voted 
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to cover this purpose as far as the R.C.M.P. is concerned?—A. I do not wish 

to argue, sir, with you as to the point; I am just wanting to draw a few facts. 
to your attention. One is this: that the R.C.M.P. Act provides for paying an™ 
allowance for billeting of the force and so on, and the appropriation to the 

R.C.M.P. I always regard as given subject to the provision of the R.C.M-P. 

Act. I think you will find in that act adequate authority for them going to 

the expense of providing billeting for their personnel. 

@. Well then, why do you think the matter of the jurisdiction of par- . 
liament over these expenditures arises?—-A. Because in the case of Central 
Mortgage and Housing Corporation, if they entered into such an agreement 
it can be for only 30 years. Legislation limits it to 30 years and it can only 
give that guarantee subject to the owner agreeing to pay a certain premium 
per annum to the corporation. In this case there is no premium payment, 
there is no cut of the rental, and the period is longer than 30 years. 

Q. In other words you think it is not consistent with the Central Mortgage 
and Housing Corporation legislation?—A. It is not in exact agreement, but 
whether or not that is permissive or otherwise, I do not know. I would assume 
it is permissive because it was made by the R.C.M.P. which is under the 
Minister of Justice, and therefore I assume he explored it from the legal 
viewpoint. 

The CHAIRMAN: Are there any other questions on paragraph 20? If not 
we shall go on to paragraph 21. 


By Mr. Mitchell (London): 


Q. Is the tendency indicated in paragraph 21 a general one or is it one 
of the very few isolated examples?—A. It is isolated, sir, and generally occurs 
among small staffs. There is.a reason, to some degree, for this situation con- 
tinuing to exist. In the weights and measures laboratory they are hoping to 
move into larger quarters at which point they can bring their tariff into harmony 
with costs. Public Works have so far not been able to provide for expansion. . 

Q. You use the words “for example’’.—A. Yes, there are other cases. Take © 
the case of the Bankruptcy Act; the fees of liquidators have not been adjusted 
for a number of years. 

Q. Are these cases general or limited in the number?—A. They are limited 
in number. 


By Mr. Noseworthy: / 

Q@. Is the Auditor General’s opinion that these fees are not in line with 
present day fees?—-A. I am guessing to the extent but take for granted that 
a cost established in 1909 would not represent the cost in 1956. I am just going 
on that proposition. . 


The CHAIRMAN: On the other hand, Mr. Sellar these are services to the 
public, are they not, and the total amount would not be very great? 


The WITNESS: Oh no, the amount involved is only about $5,000 in this 
instance. 


The CHAIRMAN? There are no other questions on paragraph 21, so we will 
proceed to paragraph 22. 


‘By Mr. Monteith: 


Q. In this paragraph Mr. Sellar you mention three special situations. 
Take this first item relating to Halifax—that is purely because of local 
provincial laws?—A. Yes sir. 

@. And in the second case you say that this sheriff was following a practice 
that has since been corrected?—-A. I think it has. I cannot tell you for 
certain because we have not been into the office since. The difficulty in the 


see 
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second case is the practice could be unfair to a debtor because, strictly speaking, 


‘penalties continue to run until we get the money, and the fact that the sheriff 


holds the money does not mean that the income tax people have it. 


Q. In other words the sheriff may hold the money and have to go back 
to the debtor for more because he did not turn it in?—A. He is a very good 
sheriff; we are not criticizing him—just the practice. 

Q. And in the third case I assume that this sum of $8,675 has now been 
turned over?—A. At the time of the audit it had not been turned over. Whether 
it has been turned over since I do not know because we have not been in 
the Montreal office recently. We shall be in there this spring. 

Q. Just as a matter of interest how many income tax collection offices 
are there across Canada?—-A. I would have to get that figure for you sir. 

Q. Do you visit them all—or do you visit them all periodically?— 
A. Periodically sir. We take certain areas and we try to cover them all over 
a reasonably short cycle of years. 

Originally we had no authority to go into income tax offices at all—it was 
ruled that we had-no authority to do so—but when Mr. F. H. Brown was made 
Commissioner of Taxation he indicated to me the desire that we should go 
into everything and his successor, Mr. Scully, felt.the same way. Then the 
act was amended in such a way that we were made responsible for going in 


-and examining the assessing process. 


The CHAIRMAN: When was that amendment made? 


The WITNESS: In 1951. We meet with splendid co-operation from the 
income tax people both in the field and in the head office. 


By Mr. Monteith: 

@. Do you find that the diligence with Which the collection of arrears 
is made is equal in all offices?—-A. No, one cannot say that because to a degree 
it depends on the man at the top. If you have a man there who is advanced 
in years and he is beginning to slow down he is naturally not as full of vim 
and vigour as a fellow who hopes to get ahead. 


By Mr. Tucker: 

Q. How does the government enforce Exchequer Court Judgments in 
Nova Scotia?—A. I believe the government was trying to work out an arrange- 
ment with the province. 

Q. I thought you would know just whether they were enforcing these 
payments or not. There are great possibilities in this, I can see. 


By Mr. Harkness: 
Q. Is there any provision that these collections which are made by sheriffs 
should be turned in immediately they are collected?—A. It is a general 


practice. Cases quoted are exceptions. 


Q. But there is a definite regulation?—-A. It is not a regulation; it is a 
definite provincial rule that as soon as a sheriff collects money he should turn 


sprit over, and it is the job of the dominion government officials to see that they do. 


By Mr. Cameron (High Park): 

@. Do you run across cases where a taxpayer has been penalized as a 
result of failure to turn in money?—A. No, but we do see considerable paper 
work spent on calculations to see that a taxpayer was not unnecessarily 
penalized. 
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@. Would you not consider that when a man passes money over to the 
sheriff he terminates his liability so far as that item is concerned?—A. That 
is my view. 

Q. It just happens that the government does not get the money as soon 
as it should?—-A. Yes. 


By Mr. Mitchell (London): 


@. Have the necessary instructions been sent out to deal with this matter? 
—A. The income tax head office acted immediately on this. A 


By Mr. Monteith: 


Q. Mr. Sellar, in auditing the affairs of these various branch offices did 
you consider it your duty to check on the amounts of penalties charged to tax- 
payers, interest charges and that sort of thing?—-A. We pay more attention to* 
the system than we do to individual files. We just draw out individual files 
to see how the system is working. We do not particularly set out to look into 
penalties, interest charges and so on. I would therefore have to ask my men 
to what extent they check the calculations for penalties and such matters. 

Q. I do not know whether this question should be put to you or not, but 
I would be interested if you could answer it: has a local income tax office the 
power to forego a penalty?—-A. I am not certain as to the general practice; it 
may vary in accordance with the size of the office. They may give more discre- 
tion to a senior official in Toronto than to some small office. However, I think 
they may enjoy discretion up to a certain amount; when dealing with amounts 
in a higher range they would have to refer to head office. I would have to 
verify that. 


By Mr. Regier: 

Q. Is it a case that some officials of the income tax department are 
permanently assigned to one corporation?—-A. That is a question you would 
have to ask the income tax department. I have not the answer. 

Q. Is it within your power to make any recommendation as to the salaries 
offered to income tax auditors? To mention the point which I have specifically 
in mind, I have on numerous occasions heard it said that when a smart civil 
servant working for the income tax branch shows his ability, the firm, that he 
has been working on is able to hire him away from the Civil Service with the 
result that all those whom we have working on behalf of the public are the 
beginners. 


Mr. Cameron (High Park): On a point of order, Mr. Chairman, has this 
anything to do with section 22 of the auditors’ report? 

Mr. Recrer: I was asking, or attempting to ask, whether it is part of Mr. 
Sellar’s responsibility to make recommendations on how we might retain in 
the income tax branch civil servants who show some. ability. 

The WITNESS: I think the answer must be: no. 


By Mr. Mitchell (London): 


Q. I presume, Mr. Sellar, that the last sentence of the paragraph simply 
draws attention to the fact that this Waterloo outport has remained open 
regardless of the fact that it was directed to be closed in 1954. Is that right?— 
A. In part, yes. There is a need for the outport, and it is being run cheaper. 
than it was before; but I wanted to suggest that some time, when the act is 
opened up, that section could be amended. 


The CHAIRMAN: Are there any questions on paragraph 24? 
Any questions on paragraph 25? 


ae 


*PUBLIC ACCOUNTS 39 


By Mr. Harkness: 


Q. These two paragraphs deal with very much the same thing?—A. Yes. 
It is all the same. 


Q. And what you are dealing with is whether it is appropriate for this 
fund to be operated this way and whether there is parliamentary. authority 
for so doing?—-A. Yes, simply from the viewpoint of the House of Commons 
maintaining control over public money. 


Q. Have you any suggestion as to how this might be handled, apart from 
the way it is being done here?—A. I have no objection to this, except that I 
think that it should be authorized by parliament. Let us take, for example, 
the immigration authorities; they operate various services for immigrants, 
providing meals and so on. The immigrants pay. Part of those charges are 
absorbed by the votes for immigration and part are paid out of the revenues. 
In this case the effort is made to charge everything against the operation. I 
favour everything being done under one heading, because then it is possible 
to see what the cost is. But strictly speaking I doubt if there is complete 
parliamentary authority for the practice of the Department of Transport, 
though I think it is sound. 


By Mr. Mitchell (London): : 


Q. In other words you recommend that the total cost of the operation be 
shown and a credit also shown for the amount contributed by the immigrants? 
—A. Yes, I would like it run as a business proposition.. If you have a 
commercial operation I suggest you should run it as a commercial operation 
with the net deficit—if there is a deficit—appropriated by parliament and 
any surplus—if there is a surplus—credited to the consolidated revenue fund. 

Q. I am just trying to get this cleared up. Are you in fact recommending 
that the total cost of the operation should be charged and shown, together 
with any returns which may come in—in this particular instance from the 
provision of meals to immigrants—rather than the present practice of simply 
showing a deficit under the particular operation?—-A. I am not sure that I 
clearly understood the point involved but what I favour is this: I do not 
believe in making estimates larger than they need to be, and when you are 
going to perform a service from which you derive a revenue I would appropriate 
the net amount required for that service so that it is not possible to use the. 
money for some other purpose. But, as I say, there is a disagreement in the 
public service on the question of which viewpoint is correct. 


By Mr. Harkness: 


Q. In fact what is happening here is that this vote is being made and 
there is no need for it?—-A. Which are you referring to? 

Q. To number 25.—A. All right, there is a little problem here. You have 
these catering services at Gander which are being operated by a commercial 
caterer, and some of the phases of activity are returning a profit while others 
are sustaining a loss. In addition the department is bearing certain charges 
directly. We are taking the income from the operations into a vote, making 
payments out and just dealing with the net. On the other hand in the same 
estimates. you have a $1 appropriation authorizing the Federal District Com- 
mission to use rentals from housing that has been acquired by them for the 
national capital plan. You have considered it necessary to put a specific item 
into the estimates to'give them that power, but in the case we are discussing 


you have not put in anything. That is my whole point. I feel you have not 


got the entire protection to which.you are entitled. 
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The CHAIRMAN: You think the act should be iene to Ee that 
protection? 

The Witness: That is my feeling, but others have different opinions; the 
Department of Finance does not agree with me entirely. 


By Mr. Applewhaite: 


@. When I read this paragraph some time ago IJ thought what the Auditor — 


General was telling us was that if these lines of small print at the top of 
page 9 had formed a specific item in the estimates the position would be 
legally clear.—A. That is correct. 


The CHAIRMAN: Are there any questions on ee 26? 


By Mr. Harkness: 

Q. Paragraph 26 discloses a difficult situation inasmuch as. $500,000 was 
authorized and $2,200,000 spent. That difficulty arises in the same way, I 
take it?—-A. Yes sir. In principle there is no difference. 

Q. But in effect parliament has no control over this $1,750,000 which was 
used, and in your view parliamentary control should operate as far as that 
expenditure is concerned?—-A. My view is the one I expressed in reply to the 


last question put to me: it would be desirable to have an item in the estimates 5 


indicating how parliament consented to that being done. 
The CHAIRMAN: Are there any questions on paragraph 27? 
Mr. APPLEWHAITE: Mr. Chairman, I presume nothing has been done with 


regard to D.V.A. in order to continue to get that percentage of receipts from 


the telephones for the welfare work? 

The WITNESS: Nothing has been said to me this year about it, and therefore 
I cannot answer your question. 

The CHAIRMAN: Are there any questions on paragraph 28? 


By Mr. Monteith: 

Q. Is the net result of this the fact that Canada has spent this amount 
of $680,000 on behalf of the Colombo Plan but that we do not receive credit 
for having spent it in India? I was just wondering.—A. The word “credit” 
could be treated in two ways. The Indian government is appreciative of our 
sending the boilers. On the other hand it would be possible to say that the 
$600,000 was not added to the counterpart funds being used for economic 
development projects. In the second sense we are not getting any credit. 

Mr. HARKNESS: In effect what has happened is that $680,000 has been 
spent which was not authorized by parliament? 

The CHAIRMAN: I don’t think that is right. 

The WITNESS: It was spent as authorized by parliament but the Indian 
government was not required to set up a counterpart fund. 

The CHAIRMAN: Is it not a fact that because the Indian government valued 
our contribution at less than cost the Indian people got that much less benefit 
out of the counterpart fund that should have been set up to equalize our 
contribution? 


The WITNESS: Yes, but the reason I am bringing this to your notice arises — 


from a little question of principle on which I don’t know the answer. The 
agreement with the various governments in South and Southeast Asia provides 
that the rupee equivalent in this counterpart fund shall be the equivalent of 
the Canadian dollar cost. Those agreements have come to the notice of 
parliament and form part of the treaty series that the Department of External 
Affairs puts out. 
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In this particular case there is a departure from that provision. The 
department itself feels the action taken was quite proper; the boilers did in 


fact represent economic development expenditure and it was merely a matter 


of convenience that the total amount was not added to the rupee account. 
However, I entertained doubts as to the discretion of the department not to 
insist that the full amount be set up in the rupee account and therefore I bring 


the matter to your notice. I know the department does not share my view. 


Mr. HARKNESS: That is the point which I was trying to make. Parliament 
has directed that the money be used for a certain purpose and in a certain way, 
and in this case it was not done. . 


An Hon. MEMBER: May I ask, with regard to that— 


The CHAIRMAN: Perhaps we should have that point answered before we 
go further. 


The WITNESS: What was the question again? 
The CHAIRMAN: Will you repeat the question, Mr. Reporter? 


REPORTER (reads): Parliament has directed that the money should be used 
for a certain purpose and in a certain way, and in this case it was not done. 


By the Chairman: 


Q. What do you say to that, Mr. Sellar, it seems to me what Mr. Harkness 
has said is not-correct.—A. It all depends sir on what is the effect of what 
I call these treaty agreements which are a statement of principle—whether 
those are binding and whether you made the appropriations subject to the 
provisions which they contain. In the same account as you have before you, 
you will find an expenditure representing about $900,000 worth of diesel 
engines for Ceylon—an expenditure which also included the same provision 
with regard to the rupee account. Ceylon put up the full amount in the 
rupee account. Turning to the case of India, India got the boilers and put up 
this lesser amount. I don’t say that any law has been broken or that this is 
an irregular payment, but it is a question of whether or not we should have 
insisted that both countries be treated alike and the value of Canadian costs 
be the yardstick. 

Q. But from the point of view of the money provided by parliament here, 
that $600,000 was actually disbursed in Canada for the purpose authorized 
by parliament, was it not?—A. Yes. 

Q. So it is not exact for Mr. Harkness to say that the $680,000 which was 
voted by parliament was not used for the purpose for which it had been voted? 
In fact it had been used for the purpose for which it was voted.—A. If you 
adopt the broad meaning that I think the Colombo Plan intends to convey, 
namely the economic development of the countries in South and Southeast 
Asia the $680,000 did not go to a specific project such as would be deemed 
a project within the meaning of the treaty series. 

Q. That is, the counterpart project organization that was set up.—A. 
The dollars certainly helped India, and what helps India indirectly helps her 
directly. It is simply, as I say, a question of the principle as laid down in the 
printed statements that come before parliament which said that the Canadian 
dollar cost would be treated as the yardstick for the rupee account. In this 
case that was not done. 

I don’t know whether the provision is permissive or not. The words 
“Colombo Plan” constitute a very broad expression. 

Q. I would ask one question to clarify this: Is it not a fact, Mr. Sellar, 
that the money actually voted by the Canadian parliament was spent in Canada 
and that the only thing you are complaining about in this paragraph is the 
fact that the counterpart fund against which it is being set off in India is 
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not as large as it would be if the locomotives had been valued at their actual 
cost in Canada?—-A. I would say: yes. You are right, sir, except that I do 
not like the use of the word “complain”. I am just drawing your attention 
to this matter. f 

The CHAIRMAN: I withdraw the word “‘complain’’. 


By Mr. Tucker: 

Q. Surely the fact that certain agreements are in effect at the time money 
is voted by parliament does not preclude the Canadian government from 
modifying those agreements in order to carry out the purposes of the Colombo 
Plan if it wishes to do so? In other words, if the government finds it necessary 
in the case of one particular country to say: “instead of your appropriating the 
full amount we realize that you are in somewhat of a difficult financial position 
and we will undertake to modify the agreement” that would be in order. 

I suggest to you that the government has full power to modify the rules 
which it makes as long as the money which has been voted by parliament 
goes to the Colombo Plan. That is all we are concerned about, and whether 
the government has modified the plan or not it will have to answer to parlia- 
ment for its actions. But so long as the money goes to the plan, whether it goes 
under the agreements which existed at the time the money was appropriated 
or whether it goes under the agreements as they are modified later on, I submit 
to you that the government has a right to act as it thinks most advisable. It 
does not necessarily have to spend the money on the basis of the plan as it 
was originally drawn.—A. In reply to that, Mr. Chairman, I would say that 
I am not thinking in terms of the government of Canada. I think in terms 
of the House of Commons whose officer I am. I see the government of Canada 
modifying the terms of a standard agreement: Whether the government of 
Canada has the power to do this or not is not my business. My business is 
just to draw this matter to your notice. You can throw it out of the window 
if you like. 

Q. Is it not true that when we voted money for the Colombo Plan we 
voted it for the government to use for carrying out that plan by means of 
agreements which it considers appropriate, and that the government is not 
bound to pay out the money under a certain line of agreements that existed 
at the time the money was voted. The House of Commons exercises its power 
‘in giving the government the right to make these agreements and to spend 
this money. If the government exercises these powers I do not think it is an 
infringement upon our power of control, because we retain control over the 
government’s rights to make agreements, and in that degree we exercise control 
over the method of expenditure. As I say I do not think there is any infringe- 
ment of our power of control over the expenditure of money. ; 

The CHAIRMAN: Well, the Colombo Plan authorities report to the house, 
and then we get a report of what has been done with the money that we 


have voted. 2 

Mr. Tucker: And there are different agreements with different countries, 
and they have to be varied from time to time. 

Mr. HARKNESS: What you have been doing, Mr. Sellar, I take it, is pointing 
out that the departments have been to some extent arrogating to themselves 
the power to spend money, and there is some doubt whether they were 
authorized to spend it—authorized by parliament—to spend it for this particu- 
lar purpose. 

‘The CHAIRMAN: That would not apply to paragraph 28. 

The WITNESS: I would say it is not that. It is whether they are spending 


money in the manner parliament contemplated. 
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Mr. HARKNESS: That is what I said, or what I intended to say—that they 
were spending this money, and there is some doubt as to whether that was what 
parliament had intended they should spend it for. 


By Mr. Noseworthy: 


Q. I wonder if I might be permitted 40 direct a question to Mr. Sellar. 
Is it correct to say that, in this particular case, the government of India 
received $680,000 less because of this deal than they would have received had 
the money been paid to them—that is, instead of locomotives—and that the 
government of India actually lost $680,000, or did not receive $680,000 of the 
vote that was voted by parliament?—-A. My answer to that would be, “Yes”. 
But, on the other hand, what is the real value of the boilers? 


By the Chairman: 


Q. Is it not a fact—just to clarify this point—is it not a fact that the whole 
of the money voted by parliament, including the $680,000, was disbursed in 
Canada, or actually paid out, as you say in the note on page 10?—-A. It was 
all paid out in Canada, yes. 

Q. It was all paid out; and it was used for the purposes for which it was 
voted by parliament, was it not?—-A. It was used for the purposes of the 
Colombo Plan. 

Q. It was used for the purposes for which it was voted by parliament, in 
the sense that it was spent in Canada to pay for locomotives sent to India 
afterwards. 

Mr. NosewortHy: Nothing was said about locomotives. 


The CHAIRMAN: Just a moment, now. 


By the Chairman: 


Q. Is it not a fact, also, that because the Indian government have valued 
these locomotives at less than their cost in Canada, the counterpart fund that 
was set up against that in our agreement with India was less than it would 
have been otherwise?—A.: That is right. 

Q. But, still, I come back to my point, that the money voted by the House 
of Commons was actually spent for the purposes for which it was voted, but 
that it did not produce the results that had been expected; is that not right?—- 
A. I am not so sure you would say, “the results that were expected.” 

Q. When I say ‘‘the results that were expected” I mean that the counterpart 
fund was not at the amount we thought it would be, because the Indian govern- 
ment valued these locomotives at less than their cost.—A. With our consent. 

Q. With our consent?—A. Yes. 


By Mr. Maltais: 

Q@. Is the technical assistance Canada provides under the jurisdiction of 
the Colombo plan vote charged against this vote?—A. Yes. You have to bear 
in mind that there is a special account called the Colombo plan account. But 
it does not expire at the end of any year. It is cumulative, so that this vote 
is credited to that account, and all charges for technical assistance are charged 
against that account. 

Q. Would you say that if one of those experts was a Canadian at a very 
high salary, and they were free to get an expert from another country at a 
cheaper rate, that the Colombo plan would be short of the difference between 
that salary, because of the cheaper price for the labour than we find here in 
Canada? I will try to make my question clearer than I have up to now. An 


expert in Canada, an engineer let us say, at $10,000 a year—he could go to work 
72031—2 


44 STANDING COMMITTEE 


in India under the Colombo plan. If a French engineer were willing to work 
for $8,000, if India was free to pick up its own expert, would mean that the , 
Colombo plan in India would be short by $2,000, because the Canadians have > 
sent over their own expert at a higher rate of pay than the French would have 
done—that is, if India was free to pick up its own expert?—A. No, that would 
not arise, because we would not allow India any discretion in the matter, if we 
picked out the expert. 

Q. Does not the agreement, the Colombo plan, provide that we also pick 
the type of help that we are going to give to India, whether it be in the nature 
of locomotives, or whether it be technical assistance, or whether it be some- 
thing else? This matter of $680,000 has arisen out of the valuation, as I under- 
stand it, that we put on certain things that we had provided to India under the 
Colombo plan?—A. Yes. 

Q. It could have been more or it could have been less, if some other coun- 
try had put a lower valuation on its locomotives?—A. If no other country had 
offered it as cheaply as Canada, there would be no difference. 

Q. There would be no difference?—A. Yes. ee 


f 


By Mr. Applewhaite: 


Q. Can Mr. Sellar tell us whether the request for us to consent to the 
lower valuation of these boilers was made before we shipped them, or after 
the boilers had arrived in India?—A. Negotiations were before; but it was 
not much before. It was just about the time of the shipments. I am talking 
about the final shipment. There may have been more than one shipment. 
But it was more or less about the same time. There would be a few months’ 
difference, perhaps, but not much. 


By Mr. Thomas: 


Q. Would not the whole point be as to whether or not the Canadian 
government should insist upon the Indian government making up the differ- 
ence between the selling price of locomotives and the cost to the Canadian 
government?—-A. Again you are getting me into a matter of policy, which I 
would like to avoid. I would say that my point is this: is it of interest to 
the House of Commons that something was accorded for less, on a charge to a 
vote labelled, ‘‘Colombo Plan.’ I would not like to discuss the policy angle. 


By Mr. Noseworthy: 

Q@. Can Mr. Sellar tell us this: is this an isolated example regarding the 
Colombo plan, or does it apply in all cases where we give to these Asian 
countries goods manufactured in Canada and charged at the Canadian price?— 
A. Mr. Chairman, my reply to that would be this, that we have made shipments. 
of wheat to India, and I think also to Pakistan. Perhaps we have also shipped 
to Ceylon. Those have gone in at the world price, which was the price Canada — 
paid for it. We have shipped some other materials also—where it was the 
world price—and it has gone in at that price. 

In this particular case, the Indian government was not really buying. It 
was the Indian railways, which is a separate corporation—and that is how this 
difference in price comes in. But where the Indian government has received 
things and kept things, they have invariably, to the best of my knowledge, 
put up the rupee equivalent in the Canadian case. 


By the Chairman: 
Q. Was this an isolated case, you: might say?—-A. Yes, that is ae I bring 
it to your attention. 


Q. Then, if there are no more questions: on paragraph 28, we will go to 
paragraph 29. : 


/ 
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By Mr. Monteith: 


Q. Mr. Sellar, you mention these two items—I believe there are three 
items—in connection with the expenditure on the Garland building in Ottawa, 
and that they have been distributed between two different votes?—-A. Yes. 

Q. And you give this as an illustration; and I presume there are: other 
instances which have come to your notice in the past, where a similar situation 
has developed. Your thought, I presume, is that under one vote the true 
expense involved is not shown?—A. That-is correct. I am relying on a long- 
established practice in the United Kingdom. 

It originated when they purchased a piece of land for the parliament 
buildings at Westminster, back in the last century. There was a question 
of the legal charges on the transfer of the land. There was a legal vote and 


also a vote for the purchase of the property. The question was as to which 


vote those legal charges should be allocated. They charged them up against 
legal cost and the public accounts committee disagreed. The reason was—and 
I shall read the reason—they wanted to charge it to the land. The reason 
was as follows: 


The advantage of such procedure would be that the facts would 
be so recorded that there would be no possibility of the charge being 
lost sight of, as part of the cost of the service, in case it became necessary 
to ascertain the actual cost, whereas if charged to the law vote it might 
escape notice of anyone preparing the total cost statement in the future. 


_.It was just to get it all under one heading, so that if you ever wanted 
to look up the cost of that particular thing, you would find it right there in 
one place, under one heading. 

Q. But your recommendation would be, I presume, that that particular 
method should be followed in the future—that is, everything having to do 
with one particular item of business should be charged to one vote?—A. The 
department and the treasury both agree with me, that it is desirable to avoid 
splitting. 


By Mr. Applewhaite: 

Q. Is not the logical result of that set out under vote 376, which deals with 
unforeseen amounts? Would that not be met there?—-A. No, because unfore- 
seen amounts, unforeseen improvements, are to cover something that could 
be anticipated or guessed at the time the estimates are being prepared. Perhaps 
you have a fire or there may be a hurricane, and you need to do something 
in future, and you need money to finance that cost. 

Q. I do not wish to argue, Mr. Sellar, but I wish to follow that up. Is 
repairing damage caused by fire or by hurricane unforeseen improvement, or 
is it not repairs and renovations?—A. I would say—and, again, perhaps I 
am careless in my wording—it is unforeseen expense. 

Q. Unforeseen improvements, surely, of the same sort could happen?— 
A. That could happen if you suddenly got a very bad leak in a roof, or 
something like that. 


Q. That amount would still be charged to some building. And if you 
extended it to this unforeseen improvements vote, has not the same situation 
arisen to which you have drawn attention here?—A. Well, you have to bear 


_in mind that the Department of Public Works get quite a grilling when they 


come before treasury board for their estimates. They have to establish pretty 

well why they want the money, and they identify it with expenditures that 

they plan to make on specific buildings, all over the country. Then, they say, 
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“There are some buildings that we think are in perfect shape, but something 
may happen to them during the year, and we may have to do something. Give 
us a little money for them.” 

Q. It is sort of a contingency fund?—A. Yes. 


By Mr. Tucker: 


Q. I am looking at paragraph 29. I note that the vote says, “Maintenance 
and operation of public buildings and grounds, including repairs and upkeep—’. 
You vote certain money for the repair of an elevator. You will vote to repair 
an elevator and you find that it will be impossible to repair it, and that you 
should replace it. We have no right to replace it under item 362, because 
that applies only to repairs and upkeep. The right place to put it is under 
“Unforeseen improvements”. I submit that that is a proper use of the money 
voted by parliament—to vote a certain amount for repairs. And then they say, 
“If there should be an unforeseen improvement required, we will give you 
so much money to do that.” When you put in a new elevator, that is not a 
repair; it is a replacement, a capital expenditure. And I submit that that is 
the purpose of the appropriation—I submit that, with all deference. It is 
for the proper use of the money voted by parliament.—A. If you were to look 
at the full text of the vote, and the heading for it, you would read these words, 
which cover this particular vote, “Acquisition, construction and improvement 
of public buildings; construction, acquisition, major repairs and improvements 
of, and plans and sites for public buildings listed in the details of the estimates.” 
That covers almost everything. 

This, in my opinion, was more or less of a slip-up in this particular year. 
There was enough money in the vote. There was no effort to find a place to 
make an expenditure when there was no money. There was enough money 
in the vote. But, by chance, the cost was split. As I say, all concerned think 
it would be fairer to the House of Commons if, in future, we tried to keep all 
expenditures under a single heading. 


By the Chairman: 
Q. All expenditures for one building, do you mean?—A. Yes. — 


By Mr. Harkness: 
Q. In other words, if in the discussion of the estimates the wisdom of 
having made these repairs, and so on, were brought up, the member bringing 


it up might very well not realize that there was this extra $35,540 that had 
been spent?—A. That is right. 


By Mr. Applewhaite: 
Q. What vote was that you were reading from, Mr. Sellar?—-A. From the 
heading of the Public Works estimate. 
The CHAIRMAN: It was vote 362. 
Mr. APPLEWHAITE: That is not vote 362; that is from the heading. 


The CHAIRMAN: Then, are there any questions on paragraph 30 in the 
report? | 


By Mr. Harkness: 


Q. It is a small payment which was not authorized, and is a straight 
example of unauthorized expenditure?—A. No, it was properly authorized. 
It was just a question of whether there is the obligation to pay for what you 
might call provincial services. Whether the parliament of Canada should 
sanction it. This is just a very small item, but I am obligated to draw it to 
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your notice. I do not think, as a matter of fact, that you should bother your 
head about it, that is my humble opinion, if I may express it. 


The CHarrMAN: Then, are there any questions on paragraph 31? 


By Mr. Harkness: 

Q. On paragraph 31 it says, “A special clause has been written in to the 
effect that funeral expenses were to be a first charge.” Who would write in 
this special clause?—-A. We are not certain about it but it would be some officer 
in a district office who handled the insurance, when that man came in and 
wanted an insurance policy. It was written in by some official, unknown to 
Ottawa. 


@. And it never should have been written in?—A. No, it is against the 
law. ; 

The CHatRMAN: Then, are there any questions on paragraph 32? If not, 
are there any on paragraph 33? 


By Mr. Harkness: 

Q. On paragraph 32, this is another clear example of a debt being written 
off, which there was no power to write off—A. The proper action in this case 
would have been to decide, “we are now going to press for payment, and set 
it up as an account receivable, and at the end of five years we will go to 
parliament and ask for authority to write it off.. But we are watching, in the 
meantime, just in case the party may become solvent.’ It is a hard luck case. 

Q. I think what was done was quite justified; but the general point it 
brings up is this: what means is there to prevent such things taking place 
again?—A. Just the attempt I am making now, the action I am now taking, 
_to draw it to your notice. You have enacted—and perhaps at this point I 
might read from the Financial Administration Act, which says: 


The Governor in Council, on the recommendation of the treasury 
board, may, if he considers it in the public interest, delete from the 
accounts in whole or in part, any obligation or debt due to Her Majesty 
or any claim of Her Majesty (a) that does not exceed $500 and has 
been outstanding for 5 years or more or (b) that does not exceed $1,000 
and has been outstanding for ten years or more. They should have 
waited five years. 


Q. Yes, but when something has been done contrary to that act, what 
punitive measures are possible which would probably prevent a recurrence 
of this?—A. We have arranged that they would set it up in their accounts 
again. 

Q. So that it is now back as a charge?—A. Yes, it is now back. The 
department was not trying to put across a fast one. 


By Mr. Tucker: 

Q. In other words, the direction not to collect this account was regarded 
by the people involved as an extinguishment of it; whereas by law, it could 
not be extinguished in that way. It was a matter of giving proper recognition 
to the order in council. I suggest that the order in council was not out of 
order at all, because. they surely have the right to say, “we are now trying 
to collect this debt.” .The fault is not with the government, but with the way 
they treated the order in council. 
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By Mr. Harkness: 


Q. I suggest that the fault is with the Sov Ient: in that they were 
trying to set aside the law. 


Mr. Tucker: I suggest that is not so. 
The CHAIRMAN: Let us get the answer from the witness. 


By Mr. Tucker: 

Q. When you say that you waive collection, you do not try to extinguish 
the debt. You simply say that you are not going to try to collect—and they 
have the right to do that. But they have no right to write it out of the 
accounts until five years have passed. 


The CHAIRMAN: Now it has been written back into the account, so every- 
thing is all right. 

Mr. Tucker: I submit that waiver does not mean extinguishment. Waiver 
of an attempt to collect does not mean extinguishment. Anyone who has tried 
to collect accounts from time to time must know that you waive collection, 
but that does not say that you have no right to collect it. 


The CHaIRMAN: I suggest it would be difficult for Mr. Sellar to give an 
Opinion on the order in council, without seeing it. 

Mr. TuckER: But I presume that Mr. Sellar looked at the order in council 
before he wrote this paragraph in his report. 

The Witness: I think I can dispose of this matter in short order. The 
point is this: the order in council used the word ‘‘waive.’ I have the text 
here, and it states that treasury board recommends that authority be granted 
to waive action to recover from so and so. 


By Mr. Tucker: 


Q. In other words, they say, “we will not take action to recover’.—A. What 
happened is this: you lawyers may place great emphasis on words, but we 
civil servants respect authority. We would consider that as meaning that 
the government had said, ‘Do not collect from this woman; forget it’. And 
we would just—well, we would not bother putting it back in the accounts 
at all. We would not give it, perhaps, the legal meaning that you give it. 

I suggest that the legal meaning is the proper meaning, and that they 
have not done anything improper when they say that they waive the attempt 
to collect it. But they have not attempted to extinguish it by passing an 
order in council. So I suggest that you are suggesting that the government 
passed an order in council that it had no right to pass. 


Mr. MontertH: Probably the hon. member for Rosthern should be the 
Auditor General. 


Mr. Tucker: No; we are sitting in this demnttee, and I have a right to 
make comments, just the same as hon. members of the opposition parties. 


The CHAIRMAN: Well, gentlemen— 

Mr. Tucker: If Mr. Sellar disagrees with my suggestion, that the waiver 
of the right to collect does not mean extinguishing the debt, then I invite 
him to say that. 

The WITNESS: I simply say that civil servants are not lawyers and they 
do not consider words with such great care. They would just regard this 
order in council as saying, “That is done; forget it’’. 


By Mr. Cameron (High Park): 


Q. Did they read section 23 of the act?—-A. We have done so. 
Q. You have done so; but civil servants are just as smart as others. 
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- Mr. Harkness: The fact is that there was no authority for the order in 
council, and you are drawing it to our attention. 

Mr. Tucker: That is the whole point; I suggest that there was authority 
for the order in council. They have the right to say to their administrative 
officers, “You do not need to collect this account.” That is the point I make. 
There is the suggestion here that an order in council. has been passed that 
the government had no right to pass. My suggestion is—I challenge that 
suggestion, as made by Mr. Sellar, to the committee, by saying that it was 
not properly given effect to in the bookkeeping. 


The CHAIRMAN: And it was reestablished in the bookkeeping. 


Mr. Harkness: Mr. Tucker is losing sight of the fact that there is an act 
which forbids this order in council. 


Mr. Tucker: I suggest that the act does not forbid it, at all. The act 
says that a debt cannot be cancelled; but there is nothing to say that you are 
to pursue a person, if they cannot pay. 

The CHAIRMAN: Well, we have taken note of the different opinions that 
have been expressed. I think perhaps now we might pass on to something else. 


Mr. MontTEITH: I suggest this is a case where the government has acted 
by order in council, and where the matter should have come before parliament 
for consideration—in connection with using this fund for research. 


The Witness: If I might draw your attention to this, I would say that 
the main estimates for the present year, under item 284, regularize this whole 
thing. They have agreed with the view that we have advanced, and they are 
now bringing it to parliament, so that it might be right in the future, and also 
to regularize the past. 


By Mr. Tucker: : 
Q. Does that estimate say that the debt shall be extinguished? Does that 
estimate say that it shall be extinguished?—-A. No—I would say that we are 
now discussing paragraph 33. 


The CHAIRMAN: Yes, we are now on paragraph 33. 
Mr. ArGUE: You are just one paragraph behind. 
The CHaIRMAN: Are there any questions on paragraph 34? 


By Mr. Monteith: 

Q. This suggests that, apparently, a lot of orders are placed at the end of 
the year, and deliveries are not made. Cheques are issued in payment of 
those orders, and the cheques are not properly given in payment until delivery 
is made—which delivery may take place several months after the expiration 
of the fiscal year; am I right so far?—-A. Apart from the fact that it might be 
implied that you were thinking that they had issued orders about March 31. 
That would be wrong. It would be some time in the earlier period. But they 
had not been delivered as of March 31. Then, as you say, cheques were 
drawn, but they were not released until several months later. 


The CHAIRMAN: Would they not come under the treasury board? 


By Mr. Monteith: 
Q. Would that be done in an attempt to use up the vote?—-A. I would not 
say it was, in this case. I do not think there was any wrongful intent. But it 
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is a bad practice. Again, if I may quote from one of the standard authorities 


on the subject, I would point out that he used a very simple description when 


he said: 


Generally speaking, payments should not be made except in very 
special cases, until the conditions entitling the contractor to receive 
such payments have been fulfilled, especially as there is a natural 
tendency at the close of a financial year to make advances for payments 
on account rather than to have to surrender a balance and increase the 
burden of a subsequent year. | 


In effect, there was a little more money available in the present year 
than there would have been. We have had cases, sir, when we have taken 
delivery in yards. There was one particular case years ago where a steel 
company in Winnipeg was prefabricating steel for a building in the northwest. 
We had the money and they had the steel, but owing to very severe storms 
they were not able to ship it before March 31. They stacked the material 
in a special corner of the yard. The government engineers inspected it, found 
it satisfactory, and secured the consent of the governor in council for a payment 
on account. 


By Mr. Monteith: 


@. To continue this for a few seconds—you mention this case up in the 
north, but a similar procedure has not come to your attention in any other 
department?—-A. No sir. That is why this one stands out. 

The CHAIRMAN: Would not this irregular way or proceeding be due to 
weather conditions and to the conditions generally up north? 


The WitNnNESS: I have no idea what was the reason for it. There was a 
change in practice as compared to past years. 


By Mr. Monteith: 


Q. You are pointing out that there was $55,000 in cheques spread over 
75 cheques issued and drawn in April of which 28, representing $8,660, were 
still being held at the time the audit was completed in August?—A. Yes. 

Q@. To all intents and purposes some of these might still be held?—A. I 
have not looked at the matter since preparing the report. 


Mr. NosEwortHy: What is the sum total involved? I thought that if this 
had been closed out at the end of year as required by statute the department 
would have had to come to parliament for a larger grant the following year 
than was necessary, by reason of the fact that they were holding back these 
cheques. raineee 

The CHAIRMAN: Well, Mr. Noseworthy, I think we could probably get 
information on that point from the Department of Northern Affairs and 
National Resources. We could hear someone from that department later on 
if it is the wish of the committee. 


By Mr. Tucker: 


Q. Do you consider that when a cheque is issued and not paid over the 
amount is paid?—-A. The regulations and rules governing the treasury provide 
that cheques must be released and paid to the recipient forthwith. We cannot 
regard expenditure as having occurred until that happens. 

Q. But if you issue a cheque and do not hand it over, have you actually 
made payment? There is a suggestion that something has been done which 
is contrary to the act. 


Mr. MONTEITH: It is charged in the account. 
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By Mr. Tucker: 

Q. Is the suggestion being made that the act has been infringed? I would 
ask you this: if you issue-a cheque and keep it in your possession have you 
actually made payment? If you regard it as an expenditure—in recording 
it on the account at the end of the year they show X dollars spent when, 
in fact, it is in their possession. It does not infringe the act?—A. It is regarded 
as an expenditure. 

Q. In other words, the bookkeeping has not been right? 

The CHatRMAN: As I said before, Mr. Tucker, I think we could probably 
get an explanation of that from the department concerned. 

Mr. TucKER: What I am concerned about is whether there has been an 
infringement of the act, and I am suggesting that there has been no infringe- 
ment of the act because the money has not actually been paid. 

The CHAIRMAN: My suggestion is that we will know better if we get the 
facts from the department. 


Mr. TucKER: I am taking the view that a cheque was not handed over. 


Mr. MONTEITH: I am suggesting that it has been, because it is shown in the 
Public Accounts as having been spent. 


By Mr. Tucker: 

Q. What in Mr. Sellar’s view constitutes payment of an account? If the 
government sends you a cheque and then holds it up would you consider that 
you had been paid that amount?—A. There is one exception that I would be 
inclined to make—an exception under which I would regard payment as having 
been made and as a proper charge on expenditure, and that is when you 
purchase land and the title has to be cleared. In these circumstances the 
' Department of Justice asks for a cheque that it can pay over. In some cases 
that is regarded as expenditure. 

@. And properly so because that goes in trust, entailed to the vendor.— 
A. Otherwise, though, I would not regard payment as made until the recipient 
has the money. ‘ 

Q. So it should not be regarded as a payment. I was just wondering. 

Mr. HARKNESS: The main point has been made by Mr. Monteith when he 
suggested they wanted to use up that vote before the expiry date and 
therefore they issued the cheques. 

The WItnEss: In reply to that I can only say that I do not know what the 
department had in mind. It was the practice that was adopted. Whether 
they were intending that should become a standard practice bearing in mind 
that they are now getting lower estimates every year, I don’t know. 

Mr. ReGIeER: What would happen if any of these cheques were never paid 
out because delivery was never made? 

The WITNESS: The cheques would be cancelled and the consolidated 
revenue would be credited with a refund on previous years’ expenditure. 

The CHAIRMAN: Are there any questions on paragraph 35? 


By Mr. Applewhaite: 

Q. In connection with these large sums of money deposited in the United 
States well in advance of delivery, what I would like to know Mr. Chairman 
is this: are they converted into United States’ funds involving foreign exchange, 
and if so at what rate; is the conversion made at the time we deposit the 
money or at the time the various deliveries are made, and if a foreign exchange 
premium or discount is involved where does it show in the Public Accounts?— 
A. The deposit is made in United States’ dollars because that is the currency 


52 STANDING COMMITTEE 


of the contract. Exchange cost may or may not be involved. Sometimes we 
have very large balances in the United States and funds from these may be 
used; alternatively there may be actual transfers from Canada in which event 
the charge to the National Defence account would be the actual cost of the 
American dollars. That means that if our dollar was at a premium the goods 
would cost so much less than if it were at a discount. That is the way in 
- which the difference would be reflected. 

Q. Where would that actually be shown in the accounts? Would it be 
reflected only in a reduction or an increase,of the amount expended?—A. It 
would not be shown separately. It would just be shown as the amount of 
the contract. 


By Mr. Harkness: 


@. As I understand it the situation is that the Department of National 
Defence places a contract in the United States. In these circumstances it is 
required to put up the price or a percentage of the price at the time of 
placing the contract. Is that the situation?—-A. Yes sir. Perhaps you would 
like me to read you a summarized extract from the section concerned. I am 
quoting now from the United States Military Security Act section 106b. 

Whenever equipment or materials are sold from the stocks ... such 
nation . . . shall first make available the fair value ... before delivery... 
Before a contract for new products is entered into . . . such nation . . . shall 
(a) provide the United States with a dependable undertaking to pay the full 
amount of such contract ...and (b) shall make funds available in such 
amounts and at such times as may be necessary to meet the payments required 
by the contract . . . in advance of the time such payments are due. 

That is the extract from the United States legislation. When we enter 
into a contract, the United States tells us in due course how much money we 
should put up against it and we deposit that sum with the United States’ 
treasury. The arrangement is a good one from the viewpoint of Canada 
because it means that we receive the benefit of the prime contract with the 
American producer. We get a good price and we also get the benefit of priority 
in delivery. Further, we get the benefit of their inspection. Finally, and what 
is more important, we get the benefit of any adjustment in the pricing that 
the Americans enforce on their contracts. We could not enforce that,. but 
they can. 

I don’t like the fact that we have to pay in advance, but the administra- 
tive staff here are all satisfied that we do get a good return through this 
method of purchasing. 

@. The general effect is, though, that a certain amount of money is 
detained in the United States on deposit and we do not know how long it will 
be before we get goods in return.—A. That is correct, and it also means that 
you are charging expenditure on National Defence this year, although you will 
not get the goods for another year. That is unusual. 


By Mr. Monteith: 

Q. You call our attention, Mr. Sellar, to the fast that $15 million was 
advanced in the last few weeks of the fiscal year, but because of special 
circumstances, including the variety of orders placed, it appears you were 
not able to ascertain whether the advances in March were imperatively 
necessary.—A. There is a balance of $162 million there. There was $343 
millions on deposit and $181 million worth of deliveries which had been made, 
leaving $162 million. 

@. In your work do you check to see whether that $162 million corresponds 
with deliveries, orders, or that sort of thing?—-A. Yes sir. One of my jobs is 
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to see that money is not advanced towards the year-end just to use up a vote. 
We went into this matter and the treasury went into it and we were both 
ultimately satisfied that it was necessary to make that advance. 


By Mr. Tucker: 

Q. You say it was not practicable to ascertain whether the advances in 
March were imperatively necessary. You will see now that what should be 
said is: It was found that the advances were required to meet the orders 
placed. The paragraph reads as it stands that you were not satisfied that 
it was necessary to make these advances, but you are quite satisfied now that 
it was proper to make them?—A. This report was written in the month of 
August.’ We are now in the month of March and in the interval I have been 
able to satisfy myself on the matter. 

Q. And you have found that this was in order?—A. I would like to have 
my report dealt with as at the time I wrote it, sir. 

Q. I am concerned with the situation as at present.—A. As of today I am 
quite satisfied. 

Mr. NosEwortHy: There is no reflection on a good government. 

Mr. Tucker: All I wanted was to find out the actual facts because I 
conceive that there are going to be speeches made, possibly, on some of these 
instances and I want to have these things cleared up. 

The CHAIRMAN: Mr. Tucker is just clarifying the fact that since the report 
was written Mr. Sellar has received additional information which makes it 
clear that the $15 million advance was fully justified at the time it was made. 

Mr. Montet1tH: I think Mr. Sellar had already given me that answer. 

The CHAIRMAN: Yes he had. I just wanted to clarify the position. 

Mr. Tucker: I want to make it very plain that when anything is read 
from this report it does not necessarily apply to the present situation—there 
are some of my friends here whom I can envisage reading from this report. 

Mr. Harkness: Mr. Tucker would like to have a defence on the record 
before there is any attack. 


Mr. Tucker: I am judging from past experience. 
The CHAIRMAN: It is nearly one o’clock. Shall I have a motion to adjourn? 
Hon. MEMBERS: Aye. 
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MINUTES OF PROCEEDINGS 


THURSDAY, March 22, 1956. 
(4) 


The Standing Committee on Public Accounts met this day at 11 o’clock. 
The Chairman, Mr. Charles A. Cannon, presided. 


Members present: Messrs. Anderson, Applewhaite, Argue, Ashbourne, 
Balcom, Beaudry, Boisvert, Cameron (High Park), Cannon, Hanna, Harkness, 
Henderson, Houck, Kirk (Antigonish-Guysborough), McGregor, McWilliam, 
Ménard, Mitchell (London), Mitchell (Sudbury), Monteith, Nowlan, Pommer, 
Poulin, Proudfoot, Regier, Schneider, and Thomas—27. 


The Committee resumed its study of Public Accounts (1955) and the 
Auditor General’s Report thereon. 


Mr. Watson Sellar was called and his examination continued. 


The witness made a correction in his evidence to the Committee on March 15 
with respect to the rate of interest on Annuities. (of today’s evidence) 


On Paragraph 36 (Auditor General’s Report): 


Mr. Harkness asked that the witness reveal the name of the contractor 
involved. Because this information could be sought and obtained at a later date 
from an official of the Department concerned, at which time the Committee will 
be examining the Public Accounts in detail, the Chairman ruled that Mr. Sellar 
should not reveal the contractor’s name at this stage. 


Mr. Harkness appealed from this decision. The Chairman’s ruling was 
sustained on the following division: Yeas 11, Nays 6. 


At 12.45 o’clock Mr. Sellar’s examination still continuing, the Committee 
adjourned until Tuesday, March 27, at 11 o’clock a.m. 


Antonio Plouffe, 
Assistant Chief Clerk of Committees. 
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The CHAIRMAN: Gentlemen, we have a quorum so we shall start. 


Mr. Sellar, I believe, has a few questions to answer from the previous 
meeting. 


Mr. Watson Sellar, Auditor General of Canada, called. 


The WITNESS: Yes, sir. I was asked how long it was expected that credits 
would have to be added to the reserve in connection with the Government 
annuities fund. I have made inquiries of the department and their opinion is, 
due to the continuing lengthening of the life expectancy of mankind, that the 
reserve will have to be added to for many years to come, so then it will be an 
annual item. 

The second question was, whether the 20-year guarantee was in the con- 
tracts prior to 1935. The answer is yes. It has been in since the inception of 
the act. 

Then, I was asked the number of income tax offices in Canada. There are 
28 regional offices. 

I was also asked whether in our examinations we scrutinize the penalties 
and interest charges. I said I would have to refer to our programs to see to 
what extent that is done. All examiners have instructions to make the necessary 
tests to satisfy themselves that there is no partiality, etc. 

Those are the questions. 

Now I would like to correct a mis-statement I made at the last meeting. 

I was asked a question, or in fact I volunteered the statement, that back 
in the 1930’s 5 per cent was the rate used in certain annuities. Doubt was 
expressed as to the accuracy of that, but I persisted, and now I find I was wrong. 
The rate was never higher than 4 per cent. I am sorry I made that mistake. 


Mr. HARKNESS: That was my impression, that it was.4 per cent. 
The CHAIRMAN: Thank you, Mr. Sellar. 


We shall go into the examination of the Auditor General’s report, para- 
graph 36. 


By Mr. Harkness: 


Q. This appears, on the face of it, to have been a very imprudent contract so 
far as the Canadian taxpayer is concerned. Who made these contracts; who 
were the contractors? 


The CHAIRMAN: I do not think that the name of the contractor should be 
given at this meeting. It is not customary for names of contractors to be 
given at meetings of this kind, and it is not fair to them to have their name 
mentioned here in connection with contracts when they are not here to defend 
themselves. | 

If it is the opinion of the committee that we should get the name*of the 
contractor and go into this more fully, I suggest that this is not the time. 
After we have finished with Mr. Sellar we could call somebody from the 
department and then go into it at that time. 
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Mr. HarKneEss: As far as the proposition is concerned that names of the — 


contractors and so forth are not brought up in this committee, that certainly 
was not the practice some years ago. I can remember several cases in which 
contractors and specific contracts were dealt with. 


Mr. NOwWLAN: Contractors have been brought before the committee. Their 
names must have been made available so that they could be called. That has 
been the practice before. 


Mr. HarknEss: I do not think there is any use in this committee proceed- 
ing, as it were, in the dark in respect to a particular matter of this kind, and 
it would seem to me we should be given all the information which Mr. Sellar 
has. H he does not have all the information we want then I think we should 
proceed as I have indicated and call other witnesses. 


The CHAIRMAN: It would not do us any good to get the name of the con- 
tractor at this meeting this morning. We can go into that in more detail after 
we finish with the Auditor General. It is not fair for the names of contractors 
to be mentioned before the committee when the contractors are not here to 
defend themselves. It would not be fair to the contractor. 


Mr. Harkness: I think you will find plenty of precedents in previous com- 
mittees where names of the contractors were mentioned. We do not think this 
committee should take it as a general rule that we are not allowed to find out 
the name of any particular contractors or any particular person concerned as 
far as these observations of the Auditor General go. 


The CHAIRMAN: I do not say it is a general rule, but I am saying, at this 
time, while we are examining the Auditor General’s report it is not the time 
to mention the name of the contractor or have his name before the committee 
here when he is not here to defend himself. 


Mr. HarKNESS: Mr. Chairman, I think that that is just going to destroy 
the work of the committee. 


The CHAIRMAN: Certainly not. We can get that at a later date. 


_ Mr. Harkness: The point is if there is any particular contractor or person 
whom we want to call, we have to know the name first. They can always be 
called later and may make any defence they wish to make. 


Mr. BotsvertT: Mr. Chairman, if the hon. member is right we could have 
all the contractors of Canada being called as witnesses before this committee. 
I do not think that is the proper way to deal with this matter. I believe if 
the hon. member has the name of the contractor in his mind he could let the 
chairman know the name and we will ask the contractor to come before this 
committee and explain his position, But, at the present time, I feel it would 
be unfair to any contractor having his name before this committee before he 
has a chance to appear and explain. 


The CHAIRMAN: It is just a matter of procedure. I am of the opinion 
that this is not the time to mention the name of the contractor when we are 
dealing with the Auditor General’s report in a general way. Later on, if the 
committee wants to assign somebody from the department, or through some 
official of the department get the name of the contractor, if it is the opinion of 
the committee we should hear the contractor, then we could hear him at that 
time. He would be here and would be able to answer any questions. I rule, 
as a matter of procedure, that this is not the time to mention the name of the 
contractor now. ; 


Mr. NOWLAN: On a point of order: There is nothing in this section which 


reflects upon the contractor in any way. You seem to be inferring that the 
contractor is guilty of some offence. 


PUBLIC ACCOUNTS 59° 


The CHAIRMAN: No. 


Mr. Now.tan: The Auditor General’s report does not reflect on any contrac-. 
tor and I suggest that a Public Accounts Committee of the House of Commons 
in dealing with the Auditor General’s report in which he refers to a govern- 
ment contract surely should have the name of that contractor. I presume that 
the name is in the book because presumably the contractor was paid and I 
~suppose if one wanted he could look into this section, ask which page the 
particulars of this item are on, and then find the name. 

I have been on this committee for some years, and when it was set up 
before, and I know that contractors were named and there was no question 
raised whatsoever. 


The CHAIRMAN: There are precedents for it. 


Mr. CAMERON (High Park): Mr. Nowlan has produced ne reason. He 
said there is no suggestion that this contractor has done anything wrong 
and that there is no reason why his name be placed before this committee. 
We decided that if we wanted we could call someone from the department to 
justify this particular contract, to explain it, and I think that is the way it 
should be done. But, to take an isolated name of a contractor out of the air 
who is involved in this would be, no matter how innocent he is, perhaps placing 
some stigma on his name. Mr. Chairman, your position is the right one. 


Mr. Now.uan: The chairman inferred we were doing something unfair to 
the contractor behind his back and I said there was no reflection on him and 
there was no reason why he should not be named. 


The Cuairman: I just said, as a general principle, it was not a good prac- 
tice to mention the names of contractors before this committee at this time 
when we. are examining the Auditor General’s report. That is my ruling. 


Mr. HARKNESS: Mr. Chairman, I would submit that your ruling is directly 
contrary to the entire procedure in the House of Commons, and the procedure 
in the House of Commons also covers the procedure in the committees. In 
the house, if a member asks who had a particular contract there is never any 
hesitation on the part of the minister who is asked the question in stating that, 
even when the estimates are being discussed, on a question before the Orders 
of the Day, or on a written question. The matter of saying who the contractor 
was, to my knowledge, has never been question. The information is always 
given. 
The CHAIRMAN: It has been decided before. 

Mr. HARKNESS: Surely the name procedure must follow in this case. 


The CHAIRMAN: It has been decided before that when this committee is: 
examining the Auditor General’s report is not the time to mention the name 
of the contractor. I do not say that you will not eventually get the name 
of the contractor, but I am saying this is not the time. This is not the time 
when the contractor’s name should be put before the committee. That is my 
ruling. 

Mr. HARKNESS: I would appeal your ruling. 

Mr. BEAuDRY: On a point of order, you cannot appeal the chairman’s ruling 
In committee. 

Mr. Harkness: I have certainly been present on many committees when 
it was appealed. 

. Mr. APPLEWHAITE: I think Mr. Beaudry is right. I think the appeal is to 
the house from the ruling of the chairman. 


Mr. CAMERON (High Park): I think we are getting worked up about 
nothing. Mr. Sellar is not a minister of the crown. When you have a minister 
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of the crown before you then you can ask these questions. Mr. Sellar is a rep- ‘ 


resentative of the whole parliament of Canada. He has put this information 
before us and I do not think he has any duty to answer nor should he be asked 
anything further than to make short comments. We all know there is a way 
this can be done. Why are we beating around the bush now trying to squeeze 
out the name of a contractor for absolutely no purpose whatsoever. 


Mr. NOWLAN: What is this committee for but to get information. Appar- 
ently our friend Mr. Cameron thinks there is something here. We may not get 
any information anyway, but we certainly are entitled to ask some questions 
with respect to this. ‘i 


The CHAIRMAN: I rule that Mr. Sellar is not to answer that question at this 
time. It will.serve no useful purpose and it is a matter for the department. If 
you want to assign the minister or any employee from the department at a 
later date that will be your privilege; but, at this time I rule Mr. Sellar is not 
to answer the question. As to the matter of appealing my ruling, so as to save 
time I have no objection to having the appeal at this time. 

Do you want to appeal to the committee? 


Mr. HARKNESS: Yes. 

The CHAIRMAN: All those in favour of upholding my ruling? 
Appeal of chairman’s ruling lost on division. 

The CHAIRMAN: I declare that the appeal is lost. 


By Mr. Harkness: 


Q. Well, Mr. Sellar, what particular guns are these? Are these the 4°5 
inch naval guns which the Canadian destroyer escort is now being equipped 
with?—A. I am not certain, sir. I would have to get that information. My 
impression is they are 6-inch, but I do not know. 

Q. You do not know what particular guns they are?—-A. No, sir. 

Q@. Have you the terms of the contract which was entered into in connec- 
tion with this particular transaction?—A. In part, yes. 

Q. Could you give us those?—-A. You see, I have no access to the contract 
with the United States government. 

Q. Then, I take it from what you have just said, that there was more 
than one contract here. There was a contract between the Canadian govern- 
ment and the contractor I presume and then between the Canadian govern- 
ment and the United States government, or was there a joint contract between 
the Canadian and United States governments on the one hand and the con- 
tractor on the other?—-A. The contractor was a party in both contracts. 

Q. Are they two separate contracts?—-A. Again I am in trouble because 
I am not familiar with the whole file. I just know part of the files. My 
impression is you would regard it as two contracts. 

Q. One between the Canadian government and the contractor and one 
between the United States government and the contractor?—A. Yes, sir. 

Q. Then is there any contract between the United States government and 
the Canadian government involved too?—A. I do not think there is any writ- 
ten contract. I do not know why there would be. I think there would be 
discussions and understandings, but I do not think there would be anything 
in writing other than correspondence. 


- 


Q. Is the contract you had the one between the Canadian government 


and the contractor?—-A. That is the one we were interested in in particular. 

Q. What are the details of it?—-A. The production of .the guns, the cost, 
plus certain percentages of profits depending upon what the nature of the 
activity was. 


- 
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Q. Can you give us the details as far as you have them?—A. That is 
what I mean. So far as we know it was cost plus. 

Q. You do not actually have the contract before you?—-A. No. On certain 
phases of work the plus was to be a certain percentage and on other phases 
it was to be another percentage. I just have the total figure, that is all. 

Q. What was the percentage in each case?—-A. Again, I did not expect 
to be asked that question and I do not have the data in front of me. 

Mr. MontTeitH: Is there any reason why this contract should not be 
presented to the committee? 

The CHAIRMAN: We do not have the contract for one thing. 

The WITNEss: I do not have the contract. 

Mr. MontTEITH: At some other meeting of the committee, then? 

The CHAIRMAN: I said that at a later date the committee can assign 
employees of the department to go into this matter at greater length, if it is 
the desire of the committee; but this morning Mr. Sellar does not have the 
contract with him. 

) 
By Mr. Harkness: 

Q. What are the figures you do have in respect to the contract?—A. Well, I 
have this, that the cost to Canada was approximately $356,000 per gun and 
that in turn is made out of amounts totalling $16,376,571. 

Mr. MONTEITH: That is the actual charge to the Canadian government? 

The WITNESS: That was the cost to the Canadian government. 

Mr. MONTEITH: What did the original contract call for? 


The WITNESS: There would be no fixed figure in the original contract 
because it was cost plus. The basis of the price was fixed, but not the price 
figure. 

Mr. THomMAS: That would mean that the guns were delivered by the con- 
tractor to the Canadian government and subsequently delivered by the Cana- 
dian government to the United States? 


The WitNEss: No, sir. Those are the guns, the 46 guns, delivered to 
Canada. | 
Mr. THoMAS: Just the 46 delivered to Canada? 


The WITNESS: Yes, sir. 


Mr. THomaAs: The point is Canada had to pay a higher price to the con- 
tractor than did the United States. There was actually no loss to the Canadian 
government on the guns sold to the United States? 


The WITNESS: No, sir. 


Mr. NOwWLAN: Your position, or original basis, of paying was varied? 
What was the original basis? ; 


The WITNESS: Here again I have to qualify myself because it was founded 
on the American contract which I do not have. My understanding was that 
the United States government decided to have the production in Canada, and 
they negotiated at that end, and that negotiation proceeded to a point where 
you might say there was an understanding. Then, Canada indicated an 
interest and the basis had to be changed on account of that interest. Further- 
more the United States decided that unless it could be assured that the 180 
guns were not going to cost more than $45 million they would have to drop 
the matter. Their reasoning was that they had to defend themselves before 
congress and could not afford to pay a higher price for guns produced in 
Canada than they would pay in the United States to their producers there. 
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The CHAIRMAN: The maximum we could get for. the au guns was. $45 
million from the United States? 

The WITNESS: Yes. 

The CHAIRMAN: I understand the fact that we made 180 guns for the 
United States was also an important factor in reducing the cost per unit for 
the Canadian guns. 

Mr. Nowtan: Are you giving evidence, Mr. Chairman? 

The CHAIRMAN: I am asking Mr. Sellar. 

The WITNESS: I have been told, and I think it could be supported, that 
because the American order would be such a large part of the total production 
that various items of costs which would have fallen on Canada, were split. In 
other words, I was told had there been an order only for 46 guns the cost 
would have been prohibitive to Canada to go ahead with. Too much is in- 


volved in proceeding on a contract like that. If you want that to be spelled 


out you would have to get someone who knows about it from the ‘department. 


The CHAIRMAN: You said: 

To an undetermined degree, subsequent production on Canadian 
account benefited by certain items of cost wholy absorbed by Canada 
under the arrangement, particularly those relating to preliminary 
expenses and plant rehabilitation costs. 

Would you like to amplify that statement. 


The WITNESS: What that means is this: As a result of that there are 


facilities in Canada where we could order like guns and have them produced ~ 


where five years ago we could not. 


By Mr. Nowlan: 


@. These facilities were prepared for this contract, were they, Mr. Seller? - 


—A. The facilities? 

Q. Yes.—A. You have to bear in mind that the tooling and preparing of 
plans and so on had to be done—buildings, of course, were already in existence; 
it was not a starting from scratch proposition. 

@. Is the cost of tooling and the preparing of the facilities all included in 
these items here?—-A. No. Not all the tooling; but the preparing of the 
building plans, engineering plans, layout, the renovating of various facilities 
are all in there. 

@. You refer to the department. I suppose you were saa to the 
Department of Defence Production?—A. Yes. ‘ 

@. That is the department?—-A. Yes. National Defence paid the bill but— 

Q. There was a contract signed by the Minister of Defence Production? 
—A. There was a contract signed by the Department of Defence Production 
and I assume by the minister. 

Q. You speak, in your second sentence, about, ‘during the ‘gheit one 
large contract was observed where the original basis of sharing was later 
varied . .’ That refers to after the contract was signed?—A. I am not going 
to say that bépalise I am not sure, but I know it was changed at the time when 
the United States indicated that $45 million was the maximum it would put 
into the contract. Whether there was something signed between the United 
States and the contractor, or whether there was something signed between the 
Department of Defence Production and the contractor, Iam not sure. I would 
have to verify that. 

Q. I think earlier you said there was a contract between the contractor and 
the Canadian government and there was a contract between the United States 
government and the contractor?—-A. I assume the latter. I have never seen 
it; I take it for granted there would be. 
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Q. As between the two governments there was just correspondence and 
negotiations?—A. To the best of my Knowledge, yes. 

Mr. THomas:, Would you say that due to the fact that the United States 
lowered its offer to $45 million that there would be any additional cost to 
the Canadian government as to the original expenses it involved in retooling 
and changing around of the planning? They had to undertake a larger per- 
centage of that than they would have had to had. the American government 
paid the full price for the guns. 

The WITNESS: Yes, sir. That is the reason for the difference. 

Mr. NOwLaAn: You do not have the contract yourself? 

The WITNEss: No, sir. 

The CHAIRMAN: I understood Mr. Thomas to say that the United States had 
lowered their offer. I did not understand you to say that they lowered their 
offer. Do you know that as a fact? 

The WiTNESS: You might say they froze their offer to $45 million. 


By Mr. Thomas: 

Q. In other words, they gave a cost plus contract originally and froze it 
at $45 million?—A. A target price contract. 

Q. When they did that the Canadian government was obligated to pay 
a higher initial cost to the contractor than they would have had to do had the 
American government paid the full cost price for the guns?—A. Yes. 

Q. Have you any idea how much difference that might have made to the 
dominion government?—-A. $112,000 per gun which made the difference. The 
reason was, Sir, I think there was a bona fide misunderstanding some place 
along the line where it was assumed that the production was to be wholly 
self-contained and that no components were to be purchased outside, and 
so on, and the Americans were under the impression that components were 
to be purchased outside; then when it came to their knowledge that in Canada 
a complete self-contained unit was being set up they said, ‘“No, we cannot stand 
for that; $45 million is the maximum we can go.” Again, this is to a degree 
hearsay. 

The CHAIRMAN: These are assumptions? 

The WITNESS: Yes. 


! Mr. THomMaAsS: Have you any idea what the cost would have been per gun to 
Canada had the United States paid at the same rate? I suppose that could 
be worked out. 

The WITNESS: Yes. It could be worked out. 

Mr. Batcom: Is the difference not largely represented by the engineers 
retained in Canada and the other facilities that are left to us to use if we 
want to? 

The WITNESS: Plus, sir, an item of customs duty. Some of the materials 
naturally came from the United States and in the case of the United States 
production there would be a refund of those customs duties. As a matter of 
fact there was a refund of $671,000 on the American contract. What the amount 
was on the Canadian I do not know. That is also an item you would have to 
take into consideration. 

Mr. HarkKnEss: The general position is that you do not have the details of 
the transaction really and cannot give them to us? 

The WITNESS: I cannot give them to you because, as I say, I do not have the 
contract before me and I have not had access to the files of the United States 
government. 
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Mr. HARKNESS: Mr. Chairman, I would suggest in order to go into this it is 


necessary for us to get a witness from the Department of Defence Production. | 


I think that is the procedure we should follow. 


The CHAIRMAN: We can consider that suggestion after we finish with the 
Auditor General’s report. We had a meeting of the steering committee and it 
was decided at that meeting we should begin by hearing the Auditor General 
and then after that we should go into the matter of crown corporations. After 
we have dealt with those matters, if it is the desire of the committee, we can 
call individual departments and go into individual transactions. 


Mr. HARKNESS: This is one of the matters brought up in the Auditor 
General’s report and my presumption was—and I would think that it would be 
general—that we would be able to get all the information in connection with 
the particular transactions and we are not able to get it from Mr. Sellar; 
therefore, I would think as part of the consideration of the Auditor General’s 
report we should call the witnesses necessary in order to get the information. 


The CHAIRMAN: That is not the way we proceed in this committee. Later 
on when we come to examine the transactions in detail and the public accounts 
in detail we can go into that; but, this is not the time to go into it now on the 


Auditor General’s report. You are not suggesting we suspend Mr. Sellar’s 
evidence now? 


Mr. HarKNESS: No. I would suggest we go ahead with Mr. Sellar’s evidence 
now. In the meantime we could have arrangements made to call necessary 
witnesses to clear up this particular matter, and for the time being this item 
would just stand. ' 


The CHAIRMAN: I gave that undertaking before, Mr. Harkness, that if it was . 


the desire of the committee, at the suggestion of any member of the committee, 
to assign people from the department to go into a transaction in detail that it 
would be done. 

Mr. HARKNESS: All right. 

The CHAIRMAN: Now we will go on to paragraph 37. 

Mr. MITCHELL (London): I presume this is another case where you could 
not permit the Auditor General: to mention the name of the contractor? 


The CHAIRMAN: Well, I think the same ruling I made on paragraph 36 
applies. 


By Mr. Mitchell (London): 


Q. May I proceed to ask if Mr. Sellar has found this to be a common practice 
or an isolated instance?—-A. This is an isolated instance, sir. The reason it is 
drawn to your notice is that it is unusual for the parks branch to recognize a 
liability for an accident on a road until it is proven that their road is at fault. 


Mr. HARKNESS: Have you any idea why they did it in this case? 
The WITNESS: I have none. I know they acted on legal views. 


By Mr. Mitchell (London): ' 


Q. You say “‘the files do not record that any demand was ever made on the 
contractor to share in the cost of the accident.’ Was any effort made to find out 
if there is any reason be it legal or otherwise, that there was no proceeding 
instituted?—-A. I wrote to the department asking that question last year, and 
the department advised me that the matter had been considered by the 
Department of Justice’s agent at Edmonton they had retained for this case and 
it had been ruled that there was no liability claim against the contractor. I 
have not seen that ruling, or that opinion, from the Edmonton agent, but that 
is the reason the department did not press it. 
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The CHAIRMAN: If I understand you correctly, Mr. Sellar, the Depart- 
ment of Justice obtained a legal opinion that there was no responsibility on 
the part of the contractor and that that is the reason why the contractor was 
not asked to pay? 

The WITNESS: Well, perhaps the easiest way would be for me to quote 
‘the reply I received from the Department of Northern Affairs and National 
Resources. 

The CHAIRMAN: What is the date of the letter? 


~The WITNESS: June 9, 1955. It includes these words: ‘‘The agent for the 
Justice Department considered the question of responsibility by the con- 
tractor and expressed the opinion that no liability could be fastened on him. 
This view was concurred by the law officers of the Crown.” 


By Mr. Applewhaite: 


Q@. I have two or three questions to ask on this. It is my understanding— 
and members of the committee will correct me if I am wrong—that the find- 
ings of-a coroner’s jury has no importance whatsoever in fixing legal liabili- 
ties. Why did the Auditor General quote from the coroner’s jury verdict 
in this connection?—-A. Simply because it seemed to summarize the question 
whether anybody was liable at all. That was all, sir. I wanted to take it 
from some official document rather than to take the responsibility for saying 
it myself. 


, By Mr. Balcom: 
Q@. This does not establish that the coroner’s jury would have any great 
weight in a court of law?—-A. I do not think they pay any attention to it. 
I just put it in for a descriptive build-up. 


By Mr. Applewhaite: 


Q. The amount would be $61,017 as the total amount which the depart- 
ment would have to pay?—A. Yes, sir. 

Q. Is that included in the figure against Jasper Park on the second line? 
—A. It is to be found on page R-90. Pardon me; R-39 right at the foot of the 
page under the heading ‘‘payments of damage claims’’. 

Q. It is shown as a charge to vote 304 which is broken down in two dif- 
ferent ways on pages R-5 and R-6. Is that the same $61,017 shown at the 
bottom of page R-30 that is also included in the summary of vote 304 as 
shown on pages R-5 and: R-6.—A. Yes sir. It is in there but I am not sure 
to which of the allotments it is charged. 

@. Vote 304 is broken down in two ways, one by purposes, that is the 
first one, a sort of general classification, and the second time it is broken 
down by parks.—A. Yes. 

Q@. And there is an item for Jasjer Park which is the only one in that 
description that I can see where this $61,017 would be. I am referring to the 
second line from the top on page R-6.—A. Speaking from memory I think 
you will find that this amount is incorporated in the last item on page R-6, 
namely “head office, administration and information, $239,284’. I think that 
is where you will find it is charged but I will not say for sure. 

Q. Well, counting that one, you have three different methods of showing 
the distribution of the $4 million odd. If it is any one of them, it must be in 
all three of them.—A. That is right. 

Q. I was saying that in the second case it must be in the Jasper Park 
item.—A. The easiest way would be for me to give you the exact information 
as to where it is. 
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Q. I will tell you why I have been working on this line: the expenditures 
under vote 304 are divided in one instance as between the head office and . 
various parks. The title of the heading is “administration, operation, and 
maintenance”. I do not know in what way the department sets up its accounts 
for the different parks. What I was getting at was that if this $61,017 is 
shown as included in the administration and operation of parks, it would make 
the overhead cost of administration of the parks look higher than it should in 
view of the amount of work which is done. I wondered whether or not it 
should not be entirely isolated as a damage claim rather than as a charge 
against any one.—A. Again, I think it would be helpful to you if I got the 
figures identifying it in all of these divisions. 

Q. Thank you. 


By Mr. Regier: 

Q. Was the payment made by the department prior to their being advised 
that they would not be able to have a claim on the contractor, or was it made 
after?—-A. Oh, it was after. The payment was made on the last day of the 
financial year, March 3lst, 1955. That is the date of the Treasury Board 
minute. 

Q. In that case, was a reason given by the department for assuming any 
responsibility whatsoever? According to the statement from the law officer 
the opinion was that evidence was not available to establish whether the 
cause was the negligence of the bus driver or the faulty road conditions? 
Does the department automatically assume responsibility for 50 per cent of 
all accidents that happen on the highways that are in the parks?—A. Mr. 
Chairman, I do not know what the law officers had in mind, but I do know 
this: the law officers took notice of the fact that it was going to be very difficult 
to establish who was at fault, and that it might cost considerable money. 
Secondly, the case had been dragging out for a long time, and finally having 
satisfied themselves that there was no claim against the contractor, the deputy 
minister ended up by saying that the settlement proposed by the Canadian 
National Railways should be accepted. That was the recommendation. 

The department in turn acted on that advice of the law officer and made 
a submission to the Treasury Board for the authorization to pay, and on the 
3lst day of March last year the Treasury Board authorized payment as a 
charge to vote 304. 

Q. I have sometimes heard of a government being responsible for icy 
conditions of sidewalks but I do not recall any provincial government ever 
being held liable for the condition of highways and for accidents resulting 
therefrom. I wonder!» Does the Auditor General think it is a fairly common 
assumption that whoever owns a highway can be held responsible?—A. I have 
no opinion about the law. I am bringing it up because it is the only case I 
have known. That is why it is before you. It is an unusual case._ 


By Mr. Mitchell (London) : 


@. Is it common practice in the various departments to accept the advice ~ " 


of the justice department rather than to have the merits tested before the 
courts?—-A. On a question of law the department of justice act. provides 
that the department should take the advice of the law officers. Not being an 
officer of the executive government I am free to express a little doubt some- 
times. Therefore I am not bound by the justice opinion. 

@. You have found that departments in many cases accept the advice of 
the law officer rather than proceed to have the matter tested in court?— 
A. Oh, yes. 
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: The CHAIRMAN: I think it is the normal procedure to follow the advice of 
the law officer. 


The WITNESS: You usually do not gét into trouble if you follow the advice 
of your lawyer. That is the general rule or maxim. 


Mr, Borsvert: Thank you. . 


By Mr. Argue: 
'Q. Are the law officers those of the department of transport?—-A. No, the 
department of justice. 


Q. You say: 

The law officers being of opinion that evidence was not available to 
establish whether the cause of the accident was negligence of the bus 
driver or a faulty road condition, payment was made as a charge to 
vote 304. 

If there was any doubt, why then did they pay it under vote 304?— 
A. They recommended settlement. | 

The CHAIRMAN: I think they were in doubt as to the division of responsi- 
bility. They were not in doubt as to the responsibility existing; it was as to 
the division of that responsibility between the Canadian National Railways and 
the Crown, I think. That is why they decided to settle it on a fifty-fifty basis, 
probably. 


By Mr. Regier: 
Q. Does Mr. Sellar regard vote 304 as including authority for the payment 
of a claim of this sort?—-A. Yes sir. It is the general vote. 


The CHAIRMAN: Now, paragraph 38 of the Auditor General’s report. 


By Mr. Harkness: 

Q. Where does this particular contract appear in the public accounts? I 
have looked at pages W-39, W-40, and W-41, but I cannot see it.—A. You will 
find it on page W-85; that is my note. 

The CHAIRMAN: You say page W-85? 


The WITNESS: Yes sir. If you will look under the heading of “Fort 
Qu’Appelle” Saskatchewan, about half way down the page. 


By Mr. Harkness: 
Q. That is the item of $2,588?—-A. No, the next one. Notice the note also a 
little further down under Regina, where you will see a similar note. 


By Mr. Argue: 
 Q. The crown lost $21,438 in your opinion unnecessarily, or $37,000, which 
is it?—-A. I have that feeling here. There were three contracts, we took a loss 
on one, and there was a surplus on the other two. We should have taken the 
three accounts together and made a settlement after that. But the department 
felt—and I do not say they were wrong; I am just expressing my own opinion— 
that each contract stood on its own feet. 

Q. Is that a normal attitude for them to take?—-A. Oh yes, there is no 
exception in the practice but this was the first time I had noticed it, and as 
pointed out, I am referring to it because there was considerable discussion in 
the house of commons at the time over this, and I thought that the members 
might like to know that the matter was all settled. — 


68 STANDING COMMITTEE 


By Mr. Thomas: 
Q. Your opinion is that they should have taken the $21,000 odd off the 
surplus and made a distribution?—-A. Yes, that was my idea, but I do not say 


that I am right. 


By Mr. Argue: 
@. Have you any idea as to the claims of the sub-contractors and what 
proportion $37,000 was?—-A. Oh, they were licked. In one case there were 
$86,000 of claims for which they got nothing. 


By Mr. Harkness: 

Q. This was the actual clean-up of these Lunam contracts which we dis- 
cussed at considerable length in the house?—A. Yes. 

Q@. And eventually the sub-contractors got partial payment in the amount 
of $37,163? 

Mr. MITCHELL (London): It amounted to a cost-ratio payment? 

The WITNESS: You might say yes, and I might say no. But I think the 
department would say no, that it was part of the deal. 

Mr. HARKNESS: The department felt that it had the responsibility to pay 
those sub-contractors? 

The WitTNnEss: As related to each contract. 


Mr. CAMERON (High Park): On this project the contractors. with other 
workmen on the job would get less money. 


The WITNESS: I suppose they got nothing. 


By Mr. Harkness: 

Q@. The department did not accept general responsibility for those sub- 
contracts?—A. No, they did not. 

Q. But in this particular case they accepted partial responsibility ?— 
A. They had a residue left over, and they distributed it to the sub-contractors 
and suppliers in connection with that particular contract; but in another 
contract where there was no surplus, there was, as I say, $86,000 of debts, and 
those people got nothing. 

The CHAIRMAN: If the government ae not absorbed the $21,000 the sub- 
contractors would have gotten less than they did get? 


The WITNESS: That is right. 


By Mr. Harkness; 

Q. What authority exists for treating contracts in this way?—A. It is in 
the contract and it is also, I think, in the wages liability act. I think it is 
to be found in both places. 

Q. The point in this case was that the department of public works 
cancelled the contract with Lunam, did it not?—A. Yes. 

Q. And it took over the work itself?—-A. Lunam had an accident and was 
unable to direct his construction projects. He notified the department of that 
accident, coupled with the fact that he was having trouble furnishing the 
financing for the contracts and asked to be relieved. Whether you could’ say 
that he asked as a request, or whether it was a department decision, that is 
something you would have to settle with the department; but we took over 
the contracts and everything else. 

The CHAIRMAN: And there was a clause in the contract providing for it? 


The WITNESS: Yes sir. 7 | 
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By Mr. Harkness: 

Q. I wonder whether this money was properly paid over, or whether it 
should have been voted.—A. No. That did not worry me. The only point that 
worried me was when we had three claims against one contractor, whether we 
-should not have consolidated them, and satisfied ourselves first. 

Mr. MontTIETH: The sub-contractors got something out of it in addition 
to what they otherwise would have got? 

Mr. HarKNEss: Certain contractors got preferential treatment as compared 
to others. 

The WITNESS: No, the sub-contractors on each project were treated alike 
in two cases. They shared proportionately in the surplus; but in the third 
case there being no surplus they got nothing; but they were not the same people. 


By the Chairman: 
Q. Each contract was settled upon its own merits as an individual case. 
I think that in law that was probably a good decision. 
The WITNESS: Iam not arguing it from the point of view of law. I 
bring it to your notice as an unusual situation, that is all. 


The CHAIRMAN: Thank you. 

Mr. Recier: There was a pooling of two. 

The WITNESS: No. Each one was treated separately. 

Mr. ReGcier: This $37,000 is the sum of two separate items? 
The WITNESS: Yes sir. 

The CHAIRMAN: Now paragraph 39. 


By Mr. Nowlan: 

Q. On what page are the details of this item to be found?—A. W-29, 
I think. 

Q. You say that parliament gave approval in 1949 and that there was an 
item in the estimates?—A. Yes, to buy the site and to proceed. 

Q. What was the amount of that item? Have you the particulars?—A. I 
have not got the figure before me but my recollection is that it would be 
possibly, $25,000 or $50,000. 

Q. For ‘the site?—-A. Yes; it was the usual starting item. 

Q. In the last line you say ‘“‘compensating of the contractor for the delay’’; 
just what do you mean by that?—-A. The contractor moved on to the site and 
brought his equipment on to the site; he started work, and then they stopped 
him. 

Q. Was this contract a cost-plus one?—-A. No, it was a bid price, and he 
was the lowest bidder. They stopped his work because the city of Granby 
said “you are violating the by-laws of Granby by Pus too close to the 
street line’’. 


By Mr. Harkness: 

Q. You say that the plans and specifications had been completed by a 
private architect. Was that private architect hired by the contractor or by 
the government?—A. By the government. 

Q. Who was at fault in this matter? I presume the architect hired by 
the government was at fault, but were any other engineers at fault in locating 
the building in that exact spot?—-A. That is getting outside of my responsibility. 
You might say that the architect. who had been engaged for it had the 
responsibility and you might also say that the resident architect in that area 
had a responsibility. Anyway the department of public works, when this 
developed, was very annoyed, naturally, and they issued pretty stiff instructions 
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to all their field officers and to any architects that they engage that they must 


satisfy themselves as to the municipal by-laws and everything else which 
might be applicable to the construction. AY he t ; 


/ 


By Mr. Applewhaite: 

Q. Didn’t they, in the first place, get a permit from the city, and then 
have it revoked later on?—-A. They got the permit but they did not examine 
the by-law first. . 

The CHAIRMAN: You might say that the city was also at fault because they 


granted a permit which was against their own by-law and then repealed it. 


The WITNESS: Yes. 


Mr. APPLEWHAITE: Following that, I think this is a fair question. When 


one applies for a local permit, is it the duty of the applicant, having got that 
permit,-to make certain that the issuer of it has not violated its own by-laws? 

The CHAIRMAN: I wonder if that is a fair question to ask Mr. Sellar. He 
is not here to give legal opinions. 

The WitNEss: I think I could answer it. We expect architects to satisfy 
themselves on such matters. 

Mr. APPLEWHAITE: You expect them to go behind municipal permits? 

The WITNESS: Possibly not, but they should see that everything is in 
order. ; 

The CHAIRMAN: Paragraph 40. 

Mr. BaLtcom: Would it-not be the duty of the treasury board to see that 
the land in this case was clear and that they had sufficient property rights? 

The CHAIRMAN: Are you dealing with paragraph 39 now? 

Mr. Batcom: No. Paragraph 40. The treasury board granted the money 
before the land was clear. 

The Witness: Mr. Chairman, the situation is this; it is a little unusual. 
This land was originally British Admiralty land at the entrance to the harbour 
of St. John’s, Newfoundland, and during the war the government of Canada 


had the use of that land. We had some installations on that particular land 
and as a matter of fact paid a couple of people for the use of the land. Then 


after the war, the department decided they wanted to construct certain works © 


in this area and among other things there was the matter of a breakwater. 
The Department of National. Defence asked the Department of Public Works 
to handle it and everyone proceeded on the assumption that it was going-to 
be a very easy matter to get hold of this land. However, it was then found 
that the people on the land were squatters and had been there a great many 
years and the British Admiralty had transferred all its rights prior to 1921 
to the Newfoundland government. In turn, the Newfoundland government had 
transferred certain of its rights to the city of St. John’s. Then, to make the 
thing more complitated, legislation was adopted a few years ago permitting 
those people holding, what I think they call building leases, to acquire title 
to the land. That was the situation. Everybody thought it was a simple 
transaction and we were going to deal with certain people, but when we dealt 
with them we found they could not give us title. It was most unusual. The 
project for the time being was dropped. I thought I should bring this to your 
notice. 

Mr. Now.Lan: Did they find it out in 1952? 

The WITNESS: No, the following year. 

Mr. BALcomM: We still have some equity there? 


The WITNESS: They got some of the land since but not all and because they 
did not have it all they did not proceed with the construction. 
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By Mr. ‘Nowlan: 


Q. They have not proceeded?—-A. No. The contractor has been paid off. 

Q. When did the contractor move on to the property?—-A. I am sorry I do 
not have the date; but it was almost a year after the first awarding of the 
contract: 

Q. That would be in 1953 sometime?—A.: Yes, sometime in 1953. 

Q. How long before the election? 


The CHAIRMAN: Mr. Sellar said he did not have the date. 


By Mr. Nowlan: 


Q. You said this was an unusual item. I wonder if it applied just before 
the election?—A. I am not a politician, but I know this contractor was not a 
local contractor. 
- Q. Can you find out when he did move on?—A. Yes. 


Mr. THomas: The cost to the federal government has been this $83,000 
plus $140,000, about- $223,000. 


The CHAIRMAN: The total was $140,000. Is that not right, Mr. Sellar? 

The WITNESS: Yes. 

Mr. CAMERON: (High Park): We still have some value from that $140,000? 
The WiTNEss: Yes. A very substantial part of that is land. 

Mr. CAMERON (High Park): So the loss is much less? 


Mr. NOWLAN: You say that $83,000 had been paid under the contract. You 
mean paid to.the contractor for services performed? 


The WITNESS: Yes, and for materials and supplies moved on. There was 


certain DOR LOO: work, or something of that nature, carried out but it never was 
used. 


The CHAIRMAN: That $83,000 is included in the $140,323 mentioned before. 
The WITNESS: Yes. 


Mr. MITcHELL (London): The ultimate value of the land would be, at its 
maximum, something in the nature of $50,000 or $60,000. 


The WITNESS: Yes, sir. 


Mr. REGIER: Did any of the $83,000 represent payment for termination of 
the contract? 


The Witness: I do not think so. My recollection is ‘‘no’”’, but I would have: 
to check it. 


Mr. Nowtan: The work must have been progressing for quite a little while 
to go to $83,000? : 

The WitTNEss: I will not try to answer that. I do not have the knowledge. 
I have made a couple of biffs before and I am not going to add to them. 


Mr. HarKnESS: The general position is that there is a loss of between. $83,000 
and $140,000 due to inefficiency on the part of somebody? 


The WITNESS: Yes, or on the other hand when that work goes on some of 
that work performed may be able to be used subsequently. 


Mr. MONTEITH: Were they still trying to get these titles straightened away 
in order to continue purchasing the property until the end of last year? 


The WITNESS: Yes. What the situation is today I do not know. 
Mr. HENDERSON: You cannot say that this $83,000 is a dead loss? 
The WitTNEss: I am not prepared to say that, no. 


The CHAIRMAN: Paragraph 41. 
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By Mr. Harkness: 

Q. This paragraph deals with defence force coal transactions and you say 
here “reports indicated that quite a number of deliveries were challengeable’’. 
Are they challengeable solely from the viewpoint of quality of coal delivered, 
or also challengeable from the point of view of amounts?—A. Quality, sir, 
mainly moisture content; moisture and sulphur content. 


Q. Have you any estimate of the amount of loss as a result of this?—-A. It 


is not large. It would be less than $10,000. 


Mr. THomas: Could we find out, Mr. Sellar, where the investigations were 


made, at what plants or at what bases did you carry out your investigations? 


The WITNESS: We followed it up on the basis of reports that were before 
us, plus some observations when we were at bases; but it was mainly based 
on the written reports which came in. The testing is done by mines Branch 
people here in Ottawa. 


By Mr. Harkness: 

Q. Did you conduct any investigation as to how it was affecting the quan- 
tities delivered, as to whether there was any discrepancy there?—-A. That is 
part of the stores routine audit. That is taken in its stride. Of course that 
does happen sometimes. 

Q. There was some question in the estimates in connection with this par- 
ticular method of delivery of coal I think last year.—A. It is not infrequently, 
I am sorry to say, that there are lawsuits and criminal proceedings on coal 
deliveries, not only for national defence; it is what goes into the bins and what 
is diverted before it hits the bins. But, I do not think the service forces have 
any more serious problem than any other big user of coal. 


Mr. BaLtcom: Would it not be more frequent in isolated places and it- 


couldn’t take place im the city where they have registered weighers? 


The WiTNEss: I am sorry to say it has happened in cities. Collusion can 
be an awful thing. 


By the Chairman: 


Q. This paragraph of itself does not deal with shortages in deliveries?- - 
A. No, sir. 

Q. And you draw the attention of the committee to the fact that the 
matter was drawn to the notice of the department and a review of the regula- 
tions and practices applied in taking samples was at once undertaken.— 
AC Yes sir, 

@. In order to correct the situation. That is mentioned in that para- 
graph.—A. Yes. What the department has done is this: It has tried to make 
its regulations, and application of its regulations, to take such form that if it 
is established as a result of the test that the coal has not been up to standard 
that they have an enforceable claim against the contractor. One of the big 
weaknesses was that the contracts provided that the contractor or his rep- 
resentative shall be present when the samples are taken and in some places 
that was not done. The contractor had a grievance that he did not see those 
samples taken and did not know whether they were fairly taken. Another 
was that they would ship in coal samples possibly in barrels or something like 


that and it would be dumped. The complaint was that there was too much — 


moisture in it but it was sometimes dumped on a cement floor where there 
was some heat and the moisture would drain off. There is no crookedness 
there. This is just a tightening up of practical procedures. 


The CHAIRMAN: Thank you. 
Paragraph 42. 


_Y =o 


PUBLIC ACCOUNTS 73 


Mr. BALcom: Mr. Chairman, could I suggest that the procedure which 
has been taken in here is just a carry-over from that during the war when 
the commonwealth air forces were training? 


The WITNESS: Yes. The sole trouble here is that one government used 
a fluorescent test system while we used the standard chest X-ray film. The 
result was some of these people passed their tests and when we put them 
through our usual X-ray test they fell down. The government concerned 
adopted our machine last fall and that has ended. 


By Mr. Harkness: 

Q. Whose responsibility is it to test these people, the Canadian military 
services or their own country?—A. It arises out of NATO. The tests are made 
by the government which has the airmen. I felt, from the viewpoint of the 
taxpayer of Canada the Canadian government should test these fellows as 
soon as they arrive and if they had anything wrong with them the cost should 
be borne by the other government. That may not be good diplomacy, but I 
was thinking in terms of the taxpayer. The sensible view is to improve the 
system of examination and that has been done. 


The CHAIRMAN: Paragraph 43. 


By Mr. Monteith: | 

Q. You say this is charged against national defence. On what page do 
the details of this item appear?—-A. They are spread throughout the items. 
I do not think that they are identified by any particular item. 

Q. You say they are charged up against different items in the Department 
of National Defence?—A. Yes. 

Q. You say that $290,000 may be recovered. From what source would that 
be recovered?—A. From the countries involved in southeast Asia; and, I use the 
- word “may” deliberately. 

Q. There is no agreement with those countries?—-A. There is an agreement, 
but can you enforce it? 

Q. There is an agreement?—A. I take it for granted that when you put in 
a truce team that the government concerned undertakes to pay for it. Whether 
they put it in writing or not I do not know. 

Q. How do you arrive at a figure of $290,000 as the horton of the expenses 
which may be recoverable?—-A. Those relate to the personnel attached to the 
international secretariat and are mainly for travel. 


Mr. BAtcom: Mr. Chairman, did this $290,000 occur in other years? There 
was no backlog in that? 

The WITNESS: It would only be one year, because we eae came into the 
picture about two years ago. 

Mr. Batcom: That would be repeated probably this year? 

The WITNESS: It is going on. 

Mr. Now.awn: Is there any agreement with the government of France in 
respect to this? 

The WItTNEss: I do not think so. 


By Mr. Harkness: 

Q. These amounts, $290,000 for the Department of National Defence and 
$91,000 for the Department of External Affairs, are shown as collectable items 
in their accounts?—A. They are credited as collectable items, yes, but you would 
have to ask external affairs what is the precise situation today. 
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Q. We have the situation then that the money is repayable and the depart- 


mental accounts show credits of this amount?—-A. Yes. It is one of those pay- 


ments we make as a nation of the world in tpouhe to promote esse. Whether | 4 


we get the money back or not is a question. | 
The CHAIRMAN: Paragraph 44. 


By Mr. Monteith: 


Q. I wonder if Mr. Sellar could tell us if there are any Pathe Maple Leaf . 


services which are not subject to parliamentary audit?—-A. Oh, yes. 

Q@. Are they not under the National Defence Act?—A. Under the National 
Defence Act and what they call non-government property, army messes, can- 
teens and so on. 


Q. How are the books of the Maple Leaf services audited? Can you tell ~_ 


us that?—-A. I do not have the slightest idea. The act says that the Financial 
Administration Act shall not apply to that type of account and that the Minister 
of National Defence shall decide how and in what form audits shall be 
performed. 


By Mr. Harkness: 

Q. The point you are making here is that this $50,000 should be charged to 
the Maple Leaf Services Corporation?—A. Yes. 

Q. And that money should be paid by them to the Department of National 
Defence to pay for the services of these officers?—-A. Yes. sir. The last con- 
versation I had on the subject was last December when the plan still was to 
repay that amount to the government of Canada. 

Q. Why haven’t they repaid it?—-A. They were Starting out; until they had 
sales and got going they did not have the money. 

Q. They were waiting until they had enough profit to pay this?—A. We are 
providing working capital at the outset in a small way. 

The CHAIRMAN: So, do you think the complete expenses in this amount will 
be reimbursed eventually? 


The WITNESS: I am hopeful, sir. 
The CHAIRMAN: Paragraph 45. 


By Mr. Harkness: 


@. Your position, I take it, is that an amendment to the Northwest Terri-- 


tories Act is necessary in order to correct an anomalous situation?—A. I would 
say it is desirable to protect the position of the four members of the council 
who were elected by the people at large. As it is now they are in a minority to 
the five appointed members and I think it is in the public interest that the four 
men should be protected. Remember, they are not being abused now, but they 
should be protected. At some time when the act is open suitable provisions 
should be inserted. 


The CHAIRMAN: ‘hat they get a minimum? 


The WITNESS: These gentlemen are not necessarily well-to-do men. I | 


think one is a trapper and to travel all the way from the North Pole down to 


Ottawa for a meeting is an expensive proposition for the man and he should 


have an advance. Our act does not say so. They are doing it under the 
territorial fund, which is all right, and I am not complaining about that, 
but if the territorial people—and I am speaking now of the government repre- 
sentatives—-wanted to become dictatorial they could say we will not apply this 
regulation and not give any advance. 


Mr. HARKNESS: Or if there was somebody they did cre want recent at the 
meeting they just would not give him an advance. se 
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The WITNESS: It is a hypothetical situation, but I thought they should be 
_ protected. \ Wiaa 


The CHAIRMAN: Paragraph 46. 


By Mr. Argue: 


Q. I am interested in paragraph 46. Could you give the committee some 
idea of the amount of overpayment in family allowances and the amount in 
old age security pensions? Is the payment much greater one to the other?— 
A. Well, sir, our tests were basically a comparison of the manifests of shipping 
companies having sailings out of Montreal and the maritimes to Europe. There- 
fore, it was the old age security people that, in the main, we would get. 
We found that quite a number of people reflected in the manifests as being over 
70 years of age had not given notice to discontinue their old age security. They 
had relatively few children with them and therefore it is an unfair comparison, 
also you have to bear in mind in those cases that a substantial number of 
people who would be sailing to Europe for a considerable period intending to 
return to Canada might not be of Canadian origin. The chances are either they, 
or their parents, came from Europe. It is quite natural that those people would 
be scared that if they ever gave any notice they were going abroad that their 
old age security would be discontinued and never renewed. There would be 
that latent fear in the back of the minds of a great many people. Therefore 
the test we made was not of course fair in an over-all sense. 

- Q. What is the amount of money that might be involved?—A. It all 
depends whether it is by month or year. It was not bad. About $30,000 was 
what we discovered, taking it collectively. The big thing is, if there is a 
leak, it is not in that sort of traffic but in the traffic to the south by automobile, 
aeroplane and train, where there is no possible way of identifying a person 
by age. Ona ship manifest they have to put down ages but going south there 
is no obligation to give age. 

Q. But surely the overpayment of family allowances has practically nothing 
to do with the parents leaving the country?—-A. Oh, yes. When people go 
down south in the winter. 

Q. I know, but I have figures of overpayments as they are distributed 
in various parts of Canada and it seems to me quite evident from looking at 
that picture that the proportion of the overpayment that would result from 
that field is a very small part of the overpayment that has in fact been made?— 
A. I would agree with you there. 

Q. So that your whole reference in paragraph 46 to overpayment of 
family allowances, headed up by this first sentence, cannot be tied to that first 
sentence at all. It is something else?—-A. I didn’t intend to read as much 
into it as you have. 

The CHAIRMAN: There is one point. You mentioned $30,000, and before 
that you said that the figure would depend on whether we wanted the monthly 
or the annual figure. Which is that figure of $30,000? 


The WITNESS: The annual figure. 


By Mr. Harkness: 

Q. That is as a result of people going abroad’ solely?—-A. Yes. 

Q. What is the total amount of overpayments for both of these?—A. Well, 
the total amount of overpayments as reported by the Department of National 
Health and Welfare, I think, on the old age security is in the nature of $22,000 
in that year, and on family allowances in the neighbourhood of $65,000. 

Mr. NowLan: What is the nature of the overpayment of family allowances? 
Is it children being paid past the age of 15? 
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The Witness: Children not going to school, children not being supported 
by parents and so on. The department has a very good record in that respect, 
and I do not regard this $65,000 as being unreasonable. 


By Mr. Argue: 

Q. What progress, in fact, is the department making to reduce ‘the over- 
payment of family allowances? I notice in the annual report they say there 
has been a net reduction of approximately $30,000-in the amount outstanding, 
but I also noticed $25,000 of that was a write-off by order in council and that 
only $5,000 was a net reduction —A. If you were wanting specific information 
on this subject you would have to call someone from the department, but my 
belief is that the policing—if that is an appropriate word to use—should be 
by trying to educate the public not to abuse the act and when a situation 
develops to notify that the person is no longer eligible. It is a very difficult 
act to administer. 


The CHAIRMAN: In view of the large amounts paid out the overpayments 
are really small? 


The WITNESS: They are not a sensational item at all. 


By Mr. Nowlan: 
Q. What is meant when it says the child is absent from the province? 
Is it when the parents go outside the province on a vacation and that child 
is disqualified?—-A. Outside the country. If they go out it is suspended and if 
they return in a certain period it is revived. It quite often arises through 
grandparents taking a mother and grandchild down south for the winter. 
That is quite often how it arises. 


Q. If they are absent more than 30 days?—-A. Yes, the act provides for 
suspension. 


Q..I had a letter from a very irate person who was away for five weeks- 
and was served with a notice that he was absent from the province. It seems 
to me that absence from a province on a vacation hardly comes under that.— 
A. There is a regulation. . 


The CHAIRMAN: Paragraph 47. 


By Mr. Harkness: 


Q. There are a certain number employed by the Department of National 
Defence who would not come under the Civil Service Act. In these payments 
of $350,000, how many persons are involved?—A. I do not have the number. 
I have only the employers. I do not have the number of employees. It would 
vary of course. Some would be for short periods and some have a whole year, 
and in some cases they have several years. I do not have the number. 


@. You have this one particular case?—A. Yes. 


Q. Where the person has been employed for some years, at a rate of $400 
salary, and $200 a month living expenses?—A. Yes. 

Q. What would be the cost of a comparable civil servant? What I was 
trying to get at was whether this is costing the country more money than it 
should?—-A. In my opinion it is; but, if you were to put that question to the 
department, the department might reply that it would gladly take a civil 
servant with the necessary qualifications if they could get one; but they can’t, 
and therefore have to get a man as best they can. In this case they wanted a 
specialist in connection with shipping construction, they went to a shipping 
construction company and asked them for a man. That I think would be 
their reply.” . 
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Q. As far. as my specific question is concerned, what would be the cost. 
if this man were a civil servant?—A. It would be less. 


@. It would be considerably less, would it not?—A. I cannot tell you how 
- the Civil Service Commission would grade the job. 


The CHAIRMAN: Paragraph 48. 


By Mr. Applewhaite: 

Q. On paragraphs 48 and 49, taking them together, I have read those two 
paragraphs two or three times and they worry me a bit. One deals with 
service forces and the other with sick mariners. The last sentence in para- 
graph 48 is: 

The existence of statutory authority is not questioned, but the 
reason for discharge being what it is, one may wonder if the statute 
should not include a provision that, in suitable circumstances, balances 
be subject to forfeit. 


Towards the end of paragraph 49 the Auditor General says: 


It seems appropriate and also a protection to the crews on govern- 
ment vessels that their care, during incapacitation, should be under 
the same supervision as that applicable to other mariners. 


My question in both instances is, is the Auditor General there recommend- 
ing a change in government policy or a change in accounting practice?—-A. In 
paragraph 48 I am recommending a change in legislative policy. I am 
recommending an amendment to the act that when a fellow goes a.w.o.l. we 
should not run all over the country trying to find him to hand him any little 
balance which may be owing to him. That is the substance of 48. 

On 49, the act says—and I am now talking about the Canada Shipping 
Act—that every boat entering and leaving ports in Canada shall periodically 
pay sick mariner dues, but the act exempts from that levy shipping of the 
government of Canada. For many years the government of Canada paid 
shipping dues and we have had the benefit of the act. Actually the hospitaliza- 
tion costs always exceed our payment of dues, and the Department of National 
Health and Welfare were naturally complaining that the other departments 
should have borne more of the cost; but the whole question has arisen whether 
or not the government should officially come within that provision. It was 
decided they would inquire into it. But, pending a decision, the departments 
would continue to get the benefits without paying any dues at all. Everything 
is as broad as it is long, but in this case the commercial shipper could be 
regarded as being a little discriminated against because somebody might 
pick up the figure and say that the sick mariners’ fund is losing money and 
that rates should be increased. I submit it might be government shipping which 
in part is responsible for that. Actually it is the smaller vessels that are 
responsible for the real losses. My feeling is that, again it is a small thing, 
when you make an arrangement of this nature parliament should be asked 
to agree—just to keep it within parliamentary control. 

Q. Would that be a vote, or removal or exclusion of government vessels 
from the Canada Shipping Act?—-A. There is a matter of law, whether the 
government vessels should be excluded. I do not want to go into policy. I 
would say by a vote. 

@. As far as this is concerned, what would you put in the vote, an assess- 
ment of what it would be or an estimate of the cost of caring for government 
employees?—A. I would put it in as a vote. Last year the total was roughly 
$77.000, of which $50,000 was in connection with the Department of Transport. 
I would put in a little separate vote covering the whole thing. 
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Q. Is this a fair question, that the type of work done by government 
vessels, buoy tenders, light-house tenders, and so on would produce a higher 
rate of injury than in normal shipping?—-A. On the record of last year, yes. 


The CHAIRMAN: Are there any other questions on paragraph 49? 


By Mr. Harkness: 


Q@. On paragraph 48 I take it that the present situation is that a deserter 
who deserts and never comes back is better off than a fellow who is a.w.o.l. 
and comes back and takes his punishment, because a man who does come 
back is given a sentence of so many days’ loss of pay and so many days in the 
guardhouse and so forth, whereas the fellow who never comes back gets paid 
for what he has done?—-A. He doesn’t get paid for it all, but he will have 
little credits. . 

Q. I say that the bad person who is a deserter is better off than the 
fellow who comes back and takes his punishment.—A. I will give you a record 
of a few cases. There were six cheques totalling $325 cashed with three forged 
endorsements; three cheques were returned by post office as undelivered; four 
outstanding. Of these thirteen cheques we know that only three reached the 
person. The rest never reached them. Some fellow just pulled them out of 
the rooming house slot and cashed them. The service people agreed with us 
that this was a silly arrangement and cut it off. On the other hand, the type 
of fellow involved is no good and they don’t want him anyway. They are 
happy to be rid of him. I just want to get it tidied up. 

Q. I was thinking of service discipline in the forces and the present 
punitive measures as far as a.w.o.l. people are concerned. It would appear, as 
I said before, that the fellow who deserts and never comes back is better off 
than the fellow who does.—A. It is small stuff that he gets. The department 
is sympathetic to our view, but it is not a thing in which you need rush 
legislation. 


By Mr. Cameron (High Park): 

@. Is he credited with his pay while absent, or is it the balance when he 
leaves which he can claim for? Is it the balance owed to him at the date 
he deserts he can claim or a larger balance by adding on pay after he deserted? 
—A. It is his credits which he hadn’t received, credits and superannuation 
account. . 

Q. So he is not being treated better than the man who returns?—A. No. 

Q. What about the forged cheques? Does the government assume respon- 
sibility or the banks?—-A. Almost invariably we hold the bank responsible. 
I think it is unfair. ‘ 

Q. It is in the Bank Act.—A. I know, but it is unfair sometimes. 


The CHAIRMAN: Paragraph 49. 

Mr. Cameron (High Park): I have no other questions on 49 and I think 
we might adjourn. 

The CHAIRMAN: I was wondering whether it would be the desire of the 
committee to have two meetings on Tuesday; one on Tuesday morning and 
one on Tuesday afternoon, so as to get on with this report? 


Agreed. 


We will adjourn until Tuesday morning at 11 o’clock and perhaps have a 
meeting on Tuesday afternoon at 3 o’clock. 
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MINUTES OF PROCEEDINGS 


TUESDAY, March 27, 1956. 
(5) 
The standing Committee on Public Accounts met this day at eleven o’clock. 
Mr. Charles A. Cannon, chairman, presided. 


Members present: Messrs. Anderson, Applewhaite, Balcom, Boisvert, 
Breton, Cameron (High Park), Cavers, Hanna, Harkness, Henderson, Holowach, 
Kickham, Laflamme, Leduc. (Jacques-Cartier-Lasalle), McGregor, McWilliam, 
Menard, Monteith, Pommer, Thomas and Zaplitny. (22) 


In attendance: Mr. Watson Sellar, Auditor General of Canada. 


On a question of privilege, the Chairman read a statement in respect of a 
Canadian Press Report of March 22 last, referring to procedure in Committee 
(cf. this day’s evidence). 


Mr. Watson Sellar was called and further examined. 
He gave answers not readily available at the last meeting. 


At 12.55 o’clock, Mr. Sellar’s examination still continuing, the Committee 
adjourned until 4 o’clock this day. 


AFTERNOON MEETING 
(6) 
The Standing Committee on Public Accounts resumed at four o’clock 
this day. The Chairman, Mr. Charles A. Cannon, presided. 


Members present: Messrs. Anderson, Ashbourne, Boisvert, Cameron (High 
Park), Cavers, Hanna, Harkness, Henderson, Hollingworth, Holowach, Houck, 
Kickham, Laflamme, McWilliam, Menard, Monteith, Pommer, Regier, Thomas 
and Zaplitny. (21) 


In attendance: Mr. Watson Sellar, Auditor General of Canada. 


Mr. Watson Sellar was called. He completed and amplified answers to 
questions asked at the morning sitting. 

On paragraph 96 

In answer to a question, the witness referred to cash and securities held 
by certain crown corporations. The list of such corporations was incorporated 
in‘the record. (cf. this afternoon’s evidence). 


The Committee concluded its study of the Auditor General’s Report as con- 
tained in the Public Accounts (1955). 


The Chairman expressed the Committee’s appreciation to the witness and 
he was retired. 


At 5.20 p.m. the Committee adjourned to the call of the Chair, 


Antonio Plouffe 
Assistant Chief Clerk of Committees. 
ERRATUM 


Delete the following words “Including First Report to the House” which 
appear on the cover page of No. 3 Minutes of Proceedings and evidence. 
The First Report is printed in No. 1. 
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\ EVIDENCE 
MarRcH 27, 1956 


The CHAIRMAN: I see a quorum, gentlemen, and I suggest we start. 

I have a statement to make. 

In a Canadian Press dispatch dated March 22, 1956, from Ottawa, it is 
stated that committee chairman Charles A. Cannon ordered Auditor General 
Watson Sellar not to disclose the name of the Canadian contractor for 62 
millions worth of naval guns. Further on in the report it is said that Mr. Cannon 
maintained that giving the contractor’s name would serve no useful purpose. 

The typewritten stenographic report of the proceedings of the Public 
Accounts Committee on March 22, 1956, shows at page 6 that that I made the 
following ruling: 

The CHAIRMAN: It is just a ‘matter of procedure. I am of the opinion 
that this is not the time to mention the name of the contractor when we 
are dealing with the Auditor General’s report in a general way. Later on, 
if the committee wants to assign somebody from the department, or 
through some official of.the department get the name of the contractor, 
if it is the opinion of the committee we should hear the contractor, then 
we could hear him at that time. He would be here and would be able to 
answer any questions. I rule, as a matter of procedure, that this is not 
the time to mention the name of the contractor now. 

I also said-at page. 10: 

I rule that Mr. Sellar is not to answer that question at this time. It 
will serve no useful purpose and it is a matter for the department. If 
you want to assign the minister or any employee from the department 
at a later date that will be your privilege; but, at this time I rule 
Mr. Sellar is not to answer the question. 


This report shows that I did not simply order Mr. Sellar not to disclose 
the name. I ruled that as a matter of procedure it was not the time to mention 
the name of the contractor while the committee was dealing with the Auditor 
General’s report in a general way. 

Also if my statement that it would serve no useful purpose to divulge 
the name is not taken out of its context, it is clear that I ruled that it would 
serve no useful purpose “‘at this time’’. 

At page 24 of the typewritten report I said, still dealing with the name 
of the contractor, 

That is not the way to proceed in this committee. Later on when 
we come to examine the transactions in detail and the public accounts 
in detail we can go into that; but, this is not the time to go into it 
now on the Auditor General’s report. 


As can be seen the Canadian Press report is incomplete and indicates 
that I gave an absolute order that the name was not to be divulged by the 
Auditor General and that I ruled in an unqualified manner that no useful 
purpose would be gained by giving the name to the committee, while in 
reality I ruled as a matter of procedure that the name should not be given to 
the “committee at this time, and I also ruled that no useful purpose would be 
served at this time by giving the name to the committee. 
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I would be obliged if the Canadian Press and the newspapers who used 
the Canadian Press report would complete for the benefit of their readers the 
report of the proceedings of the Public Accounts Committee on March 22nd 
last. ‘ 

-I may say at this time that the reason for these rulings is not that the 
Department of Defence Production objects to giving the name of the con- 
tractor. They have no objection at all. The reason is that the Auditor General’s 
report is always impersonal; he mentions no names and it has always been 
the rule that when the Auditor General is giving evidence on his report, he 
should follow the same rule and not mention the names of contractors or 
persons affected by the report. 

This committee is one of the most important committees of the house and 
I am sure that we can count on the cooperation of the press so that their 
reports will be as accurate and complete as possible. 


Mr. Watson Sellar, Auditor General of Canada, called. 


The CHAIRMAN: Mr. Sellar, have you anything to add to the evidence 
that you gave the other day? . 

The Witness: Yes sir. I was asked a few questions and here is the 
information with regard to them: on paragraph 36 with which you have 
been dealing, I was asked what was the size of the guns. They are three-inch 
50 calibre guns. ) 

Mr. HARKNESS: Three-inch? 


The WitNnEss: Yes, three-inch, 50 calibre. On paragraph 37 I was asked 
where the $61,017 charged on pages R-5 and R-6-of the public accounts could 


be found. On page R-5 the first statement is the primary distribution of the. 


vote. The $61,000 ‘is included under. ‘‘Sundries,’ the last item under that 
tabulation, and in the second statement which follows immediately below the 
amount is shown as charged to Jasper Park, the second item on page Six. 
Finally it is also shown in the short statement below under the heading 
“Alberta”. . 

On paragraph 40 which deals with a contract for works in Newfoundland 
I was asked when the contract was awarded. It was awarded on August 21, 
1952. I was also asked when the work started. I am not sure of the exact 
date but:it was about October 1, 1952. It was stopped in December of 1952 
and the contract formally terminated on September 15, 1954. It is before 
you in the present accounts because the final payment of $8,900 was made in 
1954-55. 


By the Chairman: 
@. In other words, the contract would be begun and ended in 1952?—A. 
Yes sir. 
@. That is—to answer one of the questions you were asked the other day— 
well before the election?—-A. Yes, the election was in 1953. 


The CHAIRMAN: Now we will go on to paragraph 50 of Mr. Sellar’s report. 


Are there any questions on paragraph 50? 


By Mr. Harkness: 


Q. Yes. The only thing that occurs to me with regard to this paragraph 
is that the process referred to in the last sentence could go on for years. It 
says nothing will be taken from this guarantee fund to cover defalcations 
“until there is no reasonable probability of making any collection on them 
within a reasonable period of time.” That “reasonable period’? might be years. 
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—A. That could happen, sir, and that is why we are noting it. We think it is 
desirable that any cases should be drawn to the attention of the House of 
Commons within a short time because the act says the Department of Finance 
is to make an annual report of all defalcations. There are, however, two 
sides to everything, and I have sometime appeared to argue against myself 
so that you gentlemen are fully informed. The post office might have a 
prosecution in progress in connection with a defalcation during the year— 
a case on which no final decision has been reached. A man is not considered 
guilty until he is proved guilty, so, until the final word, the matter has to stay 
in suspense. But where defalcation is established, I say it should be reported 
promptly. 

Mr. Cavers: What limitation would you suggest for the period? 


The Witness: A reasonable time for dealing with this would be, possibly, 
within 12 months. However, there might be exceptional cases where it is 
not possible to establish who was responsible 


By Mr. Monteith: 


@. I suppose, Mr. Sellar, that payments are made out of this public 
officers’ guarantee account to cover defalcations and other fraudulent acts, 
and that there is also a guarantee fund in the Post Office Department for the 
same purpose. Could you tell the committee exactly how that is set up? 
Are these defalcations repaid out of these two funds, and how do the funds 
get their money?—A. The post office fund was established a great many years 
ago by levies on post office employees as provided in the act. I think you 
will find it was set up-in the days of Sir William Mulock—that is how far 
back it goes. In time enough money was on hand for the fund to carry itself 
so they discontinued the levy. The fund today stands in the region of $408,000, 
and that would originally be contributed by post office employees virtually 
none of whom are now in post office employment. 

@. Before we turn to the other fund, do I understand that this fund which 
has been contributed to by post office employees in the past is carrying itself 
at the present moment by interest and so on?—A. Yes, sir. 

Q@. In other words the original fund was conceived on the basis of the 
idea that all employees would help to build up a fund to pay for the defalcation 
of one employee?—-A, They had no option, sir. It was an order; it was deducted 
from their pay. 

Q. So the fund continues its existence, and it is still customary to make 
use of it to cover postal defalcations?—-A. The hon. member should bear in 
mind that in the days before this fund post office men were bonded and they 
would have to pay premiums. Later, to get away from bonding, the fund 
was created and public servants being on the whole honest, the fund quickly 
developed a surplus. 


The other account was established by parliament in the first place with 
working capital provided by means of a small appropriation; then, all depart- 
ments which bonded officials paid the Department of Finance a certain sum 
for each $100 of bonding. Thus, by charges to appropriations, that fund grew 
to a substantial sum and ,is now more than adequate to meet its needs. 


The CHAIRMAN: Paragraph 51. 


Mr. Pommer: I notice with regard to the agricultural prices support 
account that disposals of butter at less than cost resulted in a loss of $1,506,000. 
That, I imagine, is due to the selling of butter to public institutions? 


The WITNEss: I cannot tell you sir because it is an amalgamated account. © 
I would have to find that out for you. 


The CHAIRMAN: Paragraph 52? 


84 | STANDING COMMITTEE i: 


By Mr. Harkness: 

Q. I take it from the first part of this paragraph, as far as the Prince 
Edward Island agreement was concerned, that the Dominion has paid this 
amount of $330,000 above what the original agreement called for, because 
they paid processing, carrying and selling costs whereas the agreement related 
to transportation costs?—-A. Not necessarily sir. The Agricultural Cooperative 
Marketing Act provides that: 

The minister may, with respect to any agreement under this act 
and ‘with the approval of the governor in council, prescribe 
(b) the maximum amount that may be allowed under the “agreement 
for processing, carrying or selling costs with respect to the market- 
ing of an agricultural product. 


That is the statutory authority. Then, when the agreement was made, 
it included this paragraph: 

For the purposes of this agreement processing, carrying and selling costs 
shall include transportation, storage, handling, packaging, interest and financial 
charges, shrinkage (which shall not exceed the maximum specified in section 6 
hereto), insurance, accounting, commissions and other processing and market- 
ing costs and all other expenditures properly included in an operating account, 
the total of which shall not exceed 25 cents per bushel. 


It happens that the construction given to ‘“‘transportation” resulted in the 
costs exceeding 25 cents a bushel. -There were roughly 8 million bushels of 
potatoes marketed under this plan—actually the figure was a little higher than 
that—and that resulted in about $2,089,000 being available for these costs. 
What happened was that it was subsequently ruled that transportation costs 
should not be regarded as including prepaid freight to Charlottetown, Halifax or 
Boston as the case might be, these being assembly points. That was treated as 
part of the cost of production. As a result $330,000 over and above what the 
agreement provides was absorbed by the Dominion government. I am bringing 
it to the notice of the committee because the act says that the minister 
may only with the approval of the governor in council, prescribe the maximum 
amount, that may be allowed under the agreement; but it was subsequently 
ruled departmentally that a narrower interpretation be given to “trans- 
portation”’. 


@. However, under the Agricultural Products Cooperative Marketing Act a 
payment of this sort was quite proper. It was just that the agreement of 25 
cents a bushel made in this particular case was not sufficient to cover nee a 
A. That is correct sir. That is the point. 

Q. So far as the other matter mentioned here is concerned—the case of the 
New Brunswick potato marketing board—what is the amount still involved with 
respect to which settlements have not been made?—A. eieersgeeres from memory 
I would say a couple of hundred thousand dollars. 

Q. It is not a large amount—A. No sir, but I am speaking from memory. 


The CHAIRMAN: Are there any further questions? 


# 


By Mr. Zaplitny: 
Q. I notice it states in paragraph 52 that a final settlement has not yet 


been made as treasury investigations indicate falsifications of some inspection _ 
and delivery records. Can we take it from that that the $330,000 mentioned — 


earlier in the paragraph is not involved in the controversy referred to in the 


last sentence?—-A.—Yes sir. The latter part of the paragraph refers to the a 


sum of $2,200,000. The amount in controversy is $216,000, that is the exact 
figure. It is the latter figure which is regarded as being somewhat in doubt. 
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Q. Would that falsification of the accounts referred to involve only part 
of that sum of $216,000, or the whole of it?—-A. These transactions involved 
claims for settlement on carloads of potatoes, presumably for the ordinary 
market, which may have gone into the starch factories. There was no price 
fixed for such deliveries under the agreement, therefore dealings with the 
starch factories were not recognized for the purpose of the agreement. 

Q. That would mean the whole of this sum of $216,000 would probably 
not be paid?—-A. I know that the Department of Agriculture generally, and 
the Department of Finance, have been examining this matter with a great 
deal of care and there was some discussion of the matter in the house last 
week. I believe, though, that a settlement has not yet been made, nor have 
I any idea how close they may be to a settlement. 

The CHAIRMAN: If you have finished with paragraph 52 we shall go on 
to paragraph 53. 


By Mr. Monteith: 

Q. The main point that appears here is that there has been no govern- 
ment direction with respect to costs that may be incurred by a crown corpora- 
tion for a governmental purpose before an appropriation is granted for the 
purpose. In other words, this money was spent before there was an appropria- 
tion?—A. That.is it, sir. 

Q@. Would that mean that these amounts would be charged to votes 
numbers 558, 103 and 584 respectively although there had actually been 
no appropriation in those votes?—-A. The whole purchase was made out of 
the funds of the Canadian Commercial Corporation, and then, subsequently, 
votes were obtained to reimburse the corporation. 

Q@. The payment was made in advance?—A. Yes. sir. 


By Mr. Harkness: 

Q. In other words, the thing should not have been done that way, 
properly speaking?—-A. That is my feeling. Others may have different views. 

Q. You feel there should be something in the Financial Administration 
Act, or somewhere, .to authorize it?—-A. That all depends, sir, on how far you 
want parliamentary control to go. If you want parliamentary control to 
cover it there/must be a vote before they start anything like this; putting 
something in statutory form might weaken your control. 

The CHAIRMAN: Is it not the case that these amounts were spent for the 
relief of people in Greece and Korea, and that if we had waited for parlia- 
ment to meet and vote the amount many people might have died in the 
meantime? " 

The WITNESS: That is quite true, sir. I am not arguing this question 
on humanitarian grounds; it is entirely a question of principle. 

Mr. HarKNESS: The only point I had in mind was whether this could 
be covered by means of an amendment to the Financial Administration Act 
so that actions of this sort in future could be taken under that act. 


The WrrNeEsS: Frankly, I think there is a section in the Financial 
Administration Act which they could have used, but they did not. 


Mr. HARKNESS: I see. 


By Mr. Monteith: 
Q@. What was the original purpose of the Canadian Commercial Corpora- 
tion’s capital? What is it being used for?—-A. For purposes of the corpora- 
tion it is provided with a working capital of $10 million by the act. 
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Q. But the act does not provide that it can be used for an advance 
purchase of this nature?—-A. I say they should not do this, but others could 
take a different view. 


The CHAIRMAN: You might say that as it was an emergency the govern- 
ment borrowed the money—to a certain extent—from the Canadian Commer- 


cial Corporation and then reimbursed it through votes in the House of Com- 


mons at a later date. 

The WITNESS: In effect that is what happened. 

Mr. HARKNESS: What is the provision in the Financial Administration Act 
that might have been used in this procedure? 

The WitngEss: The Governor General’s warrant. 

Mr. Harkness: I see. 

The CHAIRMAN: Are there any questions on paragraph 54? 

Mr. ZAPLITNY: Would it not be possible, assuming that this type of cor- 
poration would be an appropriate or suitable agency for this kind of purpose, 
to authorize a nominal vote of, say, one dollar a year so that funds might be 
available to meet a situation of this kind? Adjustments could be made later 
by means of a supplementary estimate. 

The WitNEss: Actually, sir, the Fisheries Price Support Act is broad enough 
to cover that purpose; but for reasons of which I am unaware, they did not 
use the machinery of the act, but used another means. 


By Mr. Harkness: 


@. The general effect of this would be that the statement of liabilities 
would not show the true position; it would be short of this amount which is 
probably, $647,000.—A. That is right, sir. Since then Parliament has voted 
the money; the money was voted last week. The problem was a simple gone: 
it was decided that the government of Canada should assist in supporting the 


price. Before the government of Canada acted, the province of Newfoundland . 


decided it also would support the price, and it paid out a larger sum than this. 
In these circumstances it was agreed that two authorities should not pay for 
the same thing, there should be a sharing of the cost. The difficulty was to 
get a satisfactory accounting, from the province, of the disbursements it had 
made. That took a long time because the payments were made through 
various employees of the Department of Fisheries of Newfoundland. But I 
understand that situation has been dealt with and the accounting is in order. 

Q. Is this process going on again at the present time?—A. To my knowl- 
edge, no. 

Q. What is involved here is just this one payment on the 1953 catch?— 
A. To the best of my knowledge. 


The CHAIRMAN: Are there any questions on paragraph 55? 


By Mr. Harkness: 


Q. You state here that collectively the account lost approximately $80,000 
in interest. That would be a bookkeeping entry would it not? It would not 
be interest on actual securities?—-A. The matter of concern is the effect on 
the actuarial value, or state, of the fund. 

Q. This appropriation of $1,316,000—was it, in fact, made but not paid 
over by March 31?—A. No sir. The vote was exhausted. The act, unlike 
other superannuation acts, does not provide for contributions by the govern- 
ment of Canada. It provides for payments by service people and payment of 
interest on the account. But, as I say, no provision is made for any contribu- 
tion by the government of Canada. I do not know the reason for this. I 
would asume it was not known what the amount should be, because of the 
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earlier retirement age of service people. Experience was required. Therefore, 
by order in council, it was decided that the government would make a contribu- 
tion of 166 per cent of the contributors’ contributions, the order in council 
to have effect of course, through a vote. Accordingly the House of Commons 
votes a sum of money each year in respect of this contribution. As of March 31 
last, that vote was spent right to the last dollar, and there was still this amount 
to be paid. 


By Mr. Monteith: 


Q. So this deficit will have to be made up in this years’ vote?—-A. As soon 
as they got the new vote. What the situation is as of March 31 this year I 
do not yet know. 

Q. Because of the lack of this payment, however, the fund nae suffered 
-a loss of $80,000?—-A. It is suffering the loss of interest. 


Mr. Harkness: Does it mean that this amount will have to be borne 
subsequently? 


The WitTNnEss: Unless the vote for this present year is big enough to pick 
it up. I do not know. 


Mr. Montertu: I take it that that $80,000 interest which was not received 
as the result of-the money not having been paid may be dealt with separately; 
you do not reaccrue it, or anything like that? 


The Witness: No. 
The CHAIRMAN: Paragraph 56? 


By Mr. Harkness: 


@. What is the point here, Mr. Sellar?—A. Simply that when this bill 

was before the house there was quite a lot of controversy about it and I thought 
you might like to know how it is worked out. Approximately 16 per cent of 
the civil servants contracted out of the bill. This paragraph is intended just 
for your information. 
Q@. This is the particular measure over which there has been some diffi- 
culty with regard to people not being able to secure the benefit—A. No. In 
the house it was suggested that the legislation should be modified to the end 
that people be given an opportunity to contract out. They were given that 
opportunity and 16 per cent did contract out. Oddly enough, the same per- 
centage is applicable to the service people, although that was an entirely 
different proposition. As I say, I have reported this purely for information 
because the matter was discussed in the house. 

@. In other words, about 84 per cent did take advantage of the bill?—A. 
Yes sir. 

The CHAIRMAN: Paragraph 57? 


The Witness: This is also included purely for information. There is no 
point in it otherwise. 


By Mr. Harkness: 


Q. With regard to the matter referred to in sub-paragraph (a)—the loans 
made in 1951—this may be of some considerable interest in view of the loan 
scheme which was put through this year. The act, then, apparently gave 
the government a claim on moneys in the hands of the Canadian Wheat Board. 
Under what circumstances was the government able to exercise that right 
to claim from the wheat board which, apparently, they had only with regard 
to a portion of the loan?—A. I have not a copy of the act in front of me, but, 
under this legislation, only when a bank’s losses collectively amounted to a 
certain percentage could they make a claim for it, whereupon the government 
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was given certain rights by the statute to any balances owing by the wheat 
board to the debtor. The banks did not have that right, but the government 
was given a claim to any residual amount due to the debtor by the wheat 
board, and the government got a few dollars that way. 

Q. I was really wondering what was the liability of the wheat board with 
regard to these loans?—-A. They did not guarantee. 

Q. Apparently the government has claims on the wheat board for losses. 
—A.I think the simple way to describe it would be to say that we were, in 
effect, given the right to “garnishee” the wheat board for any balance it 
might owe to a particular debtor. 


Mr. APPLEWHAITE: Would it be correct to say that the only claim against 
the wheat board is against any money it may hold in trust for a defaulting 
borrower? 

The WITNEss: That is correct. 


The CHAIRMAN: Are there any further questions? 


By Mr. Harkness: 


Q@. With reference to the Veterans Business and Professional Loans Act 
mentioned in paragraph (b)—I take it that the loans made in respect of this 
are now uncollectable? The cases involved here would mostly be those of, 
veterans who started small businesses; the businesses folded up and as a result 
all the security that existed disappeared, with the result that the losses would 
be uncollectable in most cases.—A. I think that would be the case, but the 
department must regard these accounts as collectable until parliament gives 
authority for them to be written off. 

Q. That is the point I had in mind—whether there was sny authority 
to write off these amounts. I think, myself, that they come into a class of 
debts which should. be written off.—A. Yes, but there is legislation in force 
which states that parliamentary sanction is required to the formal write-off. 

Q. As things stand, there is no authority to: write them off?—A. No sir, 
they have to stay in the books. 


By Mr. Applewhaite: 


Q. As I said, I think these are among the items which should be written 
off because .they complicate the accounts more or less uselessly, and lead to 
the expenditure of more money in printing, making entries and so on. If 
these accounts were written off without reference to parliament, the matter 
would never come to our attention at all, is that so?—-A. Yes, that is the 
reason—so that there shall be no partiality shown towards any debtor. We 
have to disclose our hand to parliament whenever we want to write-off a 
debt. I think that policy is sound. It may add a little to the bookkeeping 
but I do think that, in principle, parliament should be fully informed on 
these things. 


Mr. HARKNESS: What your thinking would amount to, then, is that authority 
should be secured from parliament to enable these things to be written off? 


The Witness: The Act now stipulates that deletions may be made at 
the end of a certain period of time—five years in respect of amounts less than 
five hundred dollars and ten years for sums exceeding a thousand dollars. 


The CHAIRMAN: Are there any further questions on paragraph 57? 


Mr. PoMMeER: I would like to make one observation in connection with 
the Farm Improvement Loans Act. I think the number of loans made, and 
the small amount which has been required to reimburse banks, shows that 
this has been a very fine operation. The figures show that those concerned — 
have been doing good work and rendering a great service. I note with 
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pleasure the very small size of the deficit on account of repayments. That 
is the only observation I want to make, Mr. Chairman. I am very impressed 
. by this section 57 (c). 

The CHAIRMAN: Now, Mr. Sellar, the next paragraphs from number 58 
to 70 come under the heading Statement of Assets and Liabilities. Would you 
like to make a general statement to the committee with regard to that section 
of your report? 

The WITNESS: Yes sir, I think that would be a good idea. 

You have already indicated that you intend having the Deputy Minister 
of Finance before you, and this gives me the opportuniy to show what co- 
operation we have obtained from the department. Paragraph 58 is, virtually 
speaking, what they have done and what we agree with. In paragraph 59 
we make some suggestions that they might consider. In subsection (a) we 
suggest they should show the Veterans Land Act account separately because 
it now amounts to the large sum of $188 million. They agree with us, and 
in next years’ accounts that will be done. 

In the liability suspense accounts there are some items that should not 
belong there. There are some “holdbacks” in connection with the Emergency 
Gold Mining Assistance provisions, for example, totalling over $3 million which 
really should be listed under Trust and Deposit Accounts. The Department of 
Finance agrees with us and is going to transfer these, 

With respect to the inactive balances, they are not sure what they will 
do. I have a feeling they should do something with regard to them. To take 
one item as an illustration: in the accounts you will find under the heading 
“accounts owing by reason of the victory loans 1917, 1918 and 1919,” the 
sume of $1,621 for canvassers. But that was 40 years ago, and common sense 
tells us that there is no hope on God’s green earth of any canvasser coming 
along now and asking for a few dollars. That was a patriotic gesture made 
many years ago and they have forgotten all about it. 


Mr. PomMmer: In other words, those amounts have not been claimed? 


The WitTNEss: No. They will never be claimed. I think these little items 
should be taken out. 

With regard to subparagraph (d), the province debt accounts, these are 
just memorandum accounts and have no place at all in the present statement. 
The finance department has agreed that they should come out. That illustrates 
what has been done in that field. 

Paragraph 58 is simply a statistical statement of what composes assets and 
liabilities. 


By Mr. Monteith: 


Q. May I ask a question here, Mr. Sellar? Would the total of the small 
suspense accounts you have mentioned in paragraph (b) be very large? 
—A. There are so many of them, that is the trouble. They might run into 
several hundred thousand dollars, though I doubt if the total would be so 
high. 

Q. Actually, the net debt picture would not be altered to any appreciable 
extent?—A. No, it would have no real effect there, sir. As I say, in paragraph 
60 Iam simply summarizing the assets and liabilities. In paragraph 61 a point 
arises on which you might possibly ask me some questions, namely this $100,000 
on deposit in a bank in New York. I do not know why that account was ever 
opened, because the Minister of Finance and the deputy minister of finance of 
those days are no longer in office; but since this matter was drawn to the at- 
tention of the department the present minister and deputy minister decided 
that the account should be closed, and it has been closed and the money 
moved into a more active government account. 
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Paragraph 62 I regard as a matter of substance. I do not expect that you, 
gentlemen, will specifically decide what should be done, but I am hopeful 
that you would be disposed to suggest that the government consider this 
general question. What worries me, Mr. Chairman, is that some financial state- 
ments of corporations showing debts to the government are for greater amounts 
than our public accounts show as owing to the government, the margin of 
difference in some cases being very considerable. I would like to see a situation 
where the public accounts and the statements of the corporation were as 
closely as possible reconcilable. 


I think, also, that something should be done about the Bank of Canada. 
We show the Bank of Canada as representing an investment of $5,900,000. 
The Bank of Canada has a reserve fund of $25 million and it surrendered 
profit of last year totalled over $40 million. Our investment in the Bank of 
Canada represents in my view more than $5,900,000 for assets purposes. I 
do not know what the amount should be, but I do think that in a case of 
this kind the department should be encouraged to put down a more realistic 
figure. On the other hand, there is a very large item of six million no-par- 
value shares of the Canadian National Railways which are not shown in the 
government’s account at all, though the railway shows it in its accounts as 
a liability to the government of Canada for $396 million. That is in accord- 
ance with the legislation of a few years ago. The Canadian National Railways 
is also required. by that legislation to put a footnote after this sum of $396 
million to show that it is part of the net debt of Canada. Items of this sort 
stretch throughout the accounts—cases of corporations having very substantial 
assets in addition to what we show. I am a believer in the crown corporation 
financing method, but I also believe that our accounting technique is not as 
good as it should be. That is why, if and when you have the deputy minister 
of finance here, I hope you may be disposed to ask some questions as to the 
department’s policy in valuing investment in these crown corporations. 


By Mr. Applewhaite: 

@. Is the problem that you have outlined, and to which you refer in 
paragraph 62, of the same nature as the problem to which you are directing 
our attention in paragraph 96?—A. It is an allied problem. In paragraph 96 
I am dealing with the cash assets and the securities held. Let us take, for 
example, the National Harbours Board. In cash and securities—and I mean 
by that securities which they bought’ in the market—they have approximately 
$47,500,000. That is a nice sum that the board has accumulated, and they 
should be congratulated on it. : 


Pe ap VER Oe TS: 

Q. Does that represent profit on their operations?—-A. It is, in part, their 
replacement account. Annually they take out of their operation revenues 
so much for a replacement account, rather than a depreciation account, and 
they invest that money in securities. The-public accounts show an investment 
in the National Harbours Board of $107 million. On the other hand, the 
National Harbours Board shows its liability to the government as $356 million. 
Some members of the committee will see that paragraph 62 and 96 are 
co-related to an extent. 


By Mr. Applewhaite: 
@. There was one other question that I wanted to ask, but it might be 
dangerous. I wanted to know whether it is the Auditor General’s opinion 
that some crown corporations have in actual cash or liquid assets more than 
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they should be retaining, and whether he thinks that more of the liquid assets 
in the hands of certain crown corporations should be transferred to the gov- 
ernment of Canada as the owner of the corporations? 

The CHarrMan: Is that not a question of government policy? 


Mr. APPLEWHAITE: As I say, it might be a dangerous question. On the 
other hand— 

The CHaiRMAN: I would not say ‘dangerous’ I would just say it is not 
appropriate. 

Mr. APPLEWHAITE: Well, if you say it is not appropriate I am not going 
to pursue the matter, but my own thought was that it might be a fair 
question on which an opinion could be expressed. 

The CHAIRMAN: I will leave it to Mr. Sellar. If Mr. Sellar thinks it is 
a fair question and wishes to answer it, he may do so. 

The Witness: I am willing to answer the question, Mr. Chairman, but I 
do not want to be thought critical of the corporation which I am going to name 
because it is well run. I refer to the Crown Assets Disposal Corporation, 
which is efficiently managed and operated. The legislation provides that the 
Crown Assets Disposal Corporation shall receive a commission on sales with 
the commission rate fixed by the governor in council from time to time. 
Currently it is allowed 10 per cent. In its own report the corporation states 
that its cost of operation last year was in the neighbourhood of between 
seven and eight per cent, if my memory serves me right. They have accu- 
mulated a surplus of well over a million dollars, and in a set-up such as 
this I find it difficult to satisfy myself that there is a need for the corporation 
to hold so large a surplus. The reason I mention the Crown Assets Disposal 
Corporation is this: since its report was prepared, the Department of Finance 
and the Minister of Defence Production reviewed the situation and have trans- 
ferred to the consolidated revenue fund part of this surplus held by the cor- 
poration. That, sir, is why I am quite prepared to refer to one specific cor- 
poration. 

The CHAIRMAN: That is another example of cooperation between the audi- 
tor general and the Department of Finance. 

The WitNnEss: Well, I would not say cooperation only because we always 
get splendid support from the Department of Finance. 


By Mr. Harkness: 

Q. Are we going to have any questions on these paragraphs now? I 
thought Mr. Sellar was going to make a statement on them all? 

The CHarRMAN: I think it would be better to deal with them in that way. 

The WitTNEss: I think the committee should forget about paragraph 64 
because last week parliament made an appropriation which alters the situation 
set out in that paragraph, and I have yet to see the accounting; so I would 
say you could ignore paragraph 64 when you come to it. 

Paragraph 65 is purely informative. 

The department is considering action along the lines we suggest in 
paragraph 66. 

Paragraph 67 is of some concern to you, gentlemen. We have suggested 
there that the computation for amortizing loans be changed so as to use the 
optional date rather than the final maturity date. The finance department has 
often exercised the option call date in recent years. They have agreed that 
our suggestion is a better procedure and they are putting that inta effect. 

We also suggested that they should consider a different system in handling 
the amortization of the cost of issues of savings bonds, because while the 
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average loan period is 12 years in respect of these, very substantial redemptions 
take place. The department is now putting into effect a plan whereby it 
will amortize these costs over a five year period rather than over a 12 year 
period, and we think they have reached a sound conclusion. 

Discussion of paragraph 69 opens a very broad question, Mr. Chairman, 
and I do not know whether you wish me to take it up now or later, when we 
reach it. 


The CHAIRMAN: If you like we will wait until we come to that. 


The WITNESS: Very well. The following paragraph, paragraph 70, con- 
tains information, and that, Mr. Chairman, concludes the outline of these 
particular items. : 


By Mr. Harkness: 


Q. With regard to this item 58 (c)—balances regarded as uncollectable 
or otherwise of no asset value, previously included in asset items, but now 
written off or included in the new item inactive Loans and Investments, would 
you tell the committee how much is involved in this?—A. I have not got the 
figure before me, but there is the Greek loan, the Rumanian loan, and items’ 
of that kind. That would be, I imagine, in the region of $30 million. It is 
still in the account, but under a different heading. 


By Mr. Applewhaite: 


Q@. I was just going to ask a question about those loans on paragraph 63. 
Have the Greek and Rumanian loans both been written off?—-A. They have . 
not been written off, because the department has to come to parliament for 
authority to do that; moreover, technically speaking, neither has fully matured. 

@. Have they been transferred to the list of inactive accounts?-——/. They 
have been transferred to a suspense account. 


Boe Mr Cavers: 


Q. With regard to the suspense account mentioned in paragraph 59 sub- 
section (b). I wonder whether in this government held suspense account 
provision has been made for dealing with war savings certificates that have 
not been cashed? There are, I imagine, a great number of those still in 
circulation—certificates which have never been presented for payment. The 
seven year period is long past, so that no interest is payable; but any person 
presenting a certificate would be guaranteed payment and the money would 
have to come from somewhere. Where would it come from?—A. The public 
debt, sir, in the same way as all other bonds that have not matured. They 
are still all under Public Debt items. 


By Mr. Harkness: 


Q. With regard to paragraph 58 (c)—all these things transferred to — 
inactive Loans. and Investments—TI take it that essentially that is all covered 
by the Rumanian and Greek loans and that the loan to Nationalist China is 
not included among the items that have been transferred to this category ?— 
A. I would like you to ask the Deputy Minister of Finance how he made up 
that item. I did not go into detail with regard to it. I could find out, but 
you could get better information from him. 


By Mr. Monteith: 


Q. In paragraph 60 you mention the unamortized costs of these loans, 
and so on. Where would they appear among the assets?—-A. Under the 
heading Deferred Charge—Unamortized Loans Flotation Costs. 
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@. I see, I notice with regard to the third item, Sinking Fund and Other 
Investments Held for the Retirement of Unmatured Debt, that bond issues 
of recent years have all been on an instalment basis and there has been no 
sinking fund.—A. The sinking fund is in connection with the Newfoundland 
loans that we took over at the time of union. Canada took over the loans 
they had in the London market; there was a sinking fund associated with 
them plus an agreement saying that proceeds of certain codfish sales on the 
continent of Europe should also be kept for the purpose of the repayment 
of that loan. | . 

Q. The liability appears under Unmatured Debt, and shows whatever 
is in the sinking fund?—A. Yes. 

@. In the Provincial Debt account arising out of Confederation—I notice 
there has been no change for two years; has there been any change for the 
last few years?—-A. Not since 1867, sir, but there will be this coming year. 
It is going to be dropped. It does not mean a thing. 


By Mr. Harkness: 

Q. I have a question with regard to paragraph 59 (a) which deals with 
the Veterans Land Act. How much of these advances have now been put 
in as a separate item?—A. My recollection is $240 million with $61 million 
in reserve. 

Q. My next question is: what is this related reserve, and how is it built 
up?—A. Let me correct my figure. On page 96 of the Public Accounts you 
will find: Veterans Land Act, Advances, $221 millions, less a reserve of $59 
million. This reserve, sir, is provided by legislation. If a borrower meets his 
obligation on time, performs his contract, and so on, parliament has provided 
that at the end of ten years he is entitled to certain credits. 

Q@. That is the additional grant?—-A. Yes, and that is what the sum 
in the reserve represents. 

Q@. I see. I thought the amount of this additional grant had been recovered 
by the Veterans Land Act itself—in other words that the money had been 
voted for this purpose. What happens, actually, is that money is paid in by the 
treasury department to build up this reserve to look after the situation. Is 
that the process?—-A. No sir. The department, having regard to the likelihood 
that most of the men concerned will qualify for. this benefit, annually, it is 
adjusting its own valuation of the debt owed by the veterans to the govern- 
ment by crediting this reserve, and subtracting the amount from the total debt. 
This should avoid the need for the sudden appearance of a big adjusting item 
in the balance sheet. It should be borne in mind that most of these loans were 
made in the period between 1946 and 1948. 

Q@. What would be the amount of these uncollectable balances referred 
to in subparagraph (c)?—A. As I said before, sir, you will find under that 
heading a large number of items, both assets and liabilities. I would not like 
to venture an estimate as to the total figure, although they are small items 
individually, collectively they might represent a fair sum—on paper. I repeat— 
not in money but on paper. . 


By Mr. Monteith: 


Q@. I wonder, Mr. Sellar, if you would detail how you arrive at the net 
debt figure. Is that simply a balancing figure between all the moneys owed and 
whatever moneys we may have on the books?—A. Yes sir. 

Q. And that net debt figure actually increased by $148 million in the fiscal 
period ended March 31, 1955. A deficit, as I recall it of somewhere in the 
neighbourhood of $40 million for this year was announced in the house— 
or am I wrong in saying that?—-A. It would be some figure, but it would not 
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be the one the minister used in his 1955 budget speech. He envisaged a deficit — 
of $160 million in his budget speech a year ago, and the final figure was 
somewhat less. 

Q. Yes. It was two years before—for the year 1954-55—I think there had 
been forecast a comparatively small surplus which actually turned into a 
deficit. Was that not the case?—-A. I do not think so, no. That is the amount | 
you have before you. 

Q. That is this sum of $148 million?—A. Yes. 


The CHAIRMAN: Paragraph 60? Paragraph 61? Paragraph 62? 
Paragraph 63. 


By Mr. Harkness: 


Q. In connection with paragraph 63, when were these three loans made 
and what was the purpose of each?—A. The loan to Nationalist China of 
$49 million originally was a larger sum and was made under the authority 
of legislation. Around 1945, you will remember, the governor in council 
was given power to lend up to $750 million before the end of 1947 to countries 
who had been allied to us during the war, in order to assist them in rehabilita- 
tion and so on. The loan to Nationalist China was made under this provision. 

The $24 million loan to Rumania is a residue of advances made to that 
country in 1918-19, a loan which goes back to the time of the first world war, 
and the same applies with regard to Greece. 

@. Has this loan been repudiated so far as Rumania is concerned?— 
A. No, none of them has ever been repudiated by any government, but they 
have not paid anything for a great many years. The Greek loan has been 
in default, I know, since 1930, and I imagine the Rumanian loan fell into 
default at about the same time. However,’ the securities we hold have not 
all matured yet. They could have a change of heart, but we are rather 
doubtful. 


By Mr. Applewhaite: 

@. Are those loans interest-bearing, and if so is the figure given here— 
principal plus accumulated interest?—-A. The figures relate to the principal 
only. 

Q. Were they interest-bearing loans?—A. Yes sir. 

Q. Where would the Public Accounts show the accrued interest?—A. It 
would not be shown in the Public Accounts at all. 

Mr. MONTEITH: We only show interest when received? 

The WITNESS: Yes, that is right. 


By Mr. Harkness: 


Q. The interest does not appear as an uncollectable asset, then?—A. It is 
not written up at all. 

Q. What is the reason for that?—A. Well, we would be putting something 
into the revenue statement as if we had actually received it, and in our system 
of accounting that would not be correct. The record relates, of course, to 
cash. That is why this interest is not reflected in the revenue statement, nor 
in the balance sheet. | 


By Mr. Monteith: 


Q. On that matter of cash financing, Mr. Sellar, when a coupon becomes 
due on a certain bond issue is there a bookkeeping entry setting that total 
amount up as a liability?—-A. The Bank of Canada services the public debt. | 
The Bank of Canada indicates to the Department of Finance the amount of 
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money it expects it requires in order to pay interest on the next interest- 
bearing debt. The Department of Finance transfers to the Bank of Canada 
the necessary amount, and periodically the Bank of Canada and the Depart- 
ment of Finance reconcile their accounts. If the Bank of Canada has more 
money on hand than it requires for operating purposes then the amount paid 
over by the Department of Finance is reduced proportionately. 

Q. Then the government account here would not necessarily show the 
full liability of possible coupons outstanding?—-A. No, it might not. 

The CHAIRMAN: Paragraph 64? | 

Paragraph 65. ) 


By Mr. Harkness: 

Q. Would these amounts we see in connection with the Canadian deposit 
with the International Monetary Fund make any difference in the national 
accounts?—-A. No sir. 

~Q. We have no further obligation to put more money into the account than 
we have already, if it were to happen that our dollar went down in relation 
to the United States dollar?—-A. When we have to put in more money we get 
compensated by an item on the other side. On balance it does not affect the 
debt position to any material extent. 

Q. But it might affect the cash position. If our dollar went down to, 
let us say, a 20 per cent discount compared with American funds we would 
be required to put a considerable amount into the monetary fund.—A. Yes, 
but that can stay with the Bank of Canada, if it is in the form of gold. The 
Bank of Canada is a custodian for the monetary fund. 

Q. They just put a different ticket on the gold bars?—A. Precisely. 


The CHAIRMAN: With regard to paragraph 66 I think you said that the 
action you suggested has been taken? 


The WITNESS: Yes sir—or is being taken. 

The CHAIRMAN: If there are no more questions we will go on to para- 
graph 67. 

Mr. APPLEWHAITE: With regard to paragraph 67, did Mr. Sellar say that 
the optional call date is going to be used? 

The WITNESS: Yes sir. The suggestion is being adopted. There is no 
necessity to'make any recommendation on that. 


The CHAIRMAN: Paragraph 68? 

Paragraph 69. 

Mr. HARKNESS: This is the paragraph on which Mr. Sellar was going to 
make a statement to us. | 

The CHAIRMAN: Oh yes. 

The WITNESS: This is a subject, sir, with regard to which, if my point is 
right, I can be criticized for not drawing your attention long ago. I hope, 
therefore, that the committee will not regard me as criticizing the Depart- 
ment of Finance any more than I would be criticizing myself. 

It seems to me that the Minister of Finance is putting up as a liability 
something that is not a liability in the true sense of the word. The facts are: 
under the legislation, if we transfer to a-NATO country let us say a million 
dollars worth of munitions out of the stocks of the Department of National 
Defence, that sum is reflected as an expenditure charged against an appropria- 
tion of National Defence for that year. Simultaneously a credit of one million 
dollar is set up, and out of that credit the Department of National Defence 
may, with the consent of the governor in council, buy new equipment to 
replace the million dollars worth that went out. That credit account is the 
liabilities item. 
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My view is that for a liability there must be a creditor and a debtor; 
the Department of National.Defence is simply a division of the government 
therefore it cannot be regarded as a creditor of either the government of 
Canada or the Minister of Finance. The amounts set up are really for memo- 
randum account purposes to keep the record and fix the limit to which the 


department must adhere when procuring equipment as a change to the account. 


The amount is now very large, therefore I would not suggest any drastic action 
because that would tend to create the impression that the minister was ad- 
justing his accounts in order to show a big Seles wh which would be the last 
thing he would have in mind. 


What is also of concern is the fact that there are several other accounts 
of similar nature, although some, I think, should be recognized as a liability. 
There is the railway grade crossing fund for example which has around 
$2,700,000 to its credit. It is true that is all in the government’s hands but 
since the distribution of this money is made by the Board of Transport Com- 


missioners, which is a court, the government has not the same control over. 


it as it has over the defence replacement fund. 


The Colombo Plan is an instance of a somewhat similar account. There is 
about $50 million in it, and in that case there are international understandings 
between the government of Canada and various countries in Asia. I do not 
therefore regard it in the same way as I would regard the first account I 
mentioned. 


Parliament provides that two and a half million dollars a year for the 
national capital fund, to take another example, but not one cent of it can be 
spent until the governor in council authorizes a particular project. This is 
set up as a liability but I question that. 

I hope members of the committee will feel disposed, when you have the 
Deputy Minister of Finance before you, to have him explain the principles on 
which he is relying in setting up these accounts. My own view can be sum- 
marized by reference to a comparatively recent decision of the Appeal Court in 
England. The court was dealing with an estate matter and had to decide what 
were the liabilities and the contingent liabilities of a company, because that had 
become important for the purpose of interpreting a will. I would like to quote 
a few words from the judgment of the Master of the Rolls. He was discussing 
the word ‘“‘liabilities’”’ of a company when he said: 


Taking the construction of these words, I find it impossible to give 
them a meaning extending beyond what is always ascertainable without 
any doubt whatsoever, namely, an existing legal liability actually exist- 
ing in laws at the relevant date. The words cannot be stretched so as 
to cover something which in a business sense is morally certain and for 
which every businessman ought to make a provision but which in law 
does not become a liability untli a subsequent date. 


That, sir, is my view. If you want me to narrow it down to a straight com- 


parison I will say this: we set up in the statement of liabilities, the public debt. 
We do not set up the interest we have promised to pay over the next ten or 
fifteen years. Therefore I have the feeling that the Minister of Finance is 
worrying a little too much in assuming that certain things are liabilities when 
in fact they are not. That is my view, sir. Should you feel so disposed I would 
appreciate it if you ask the Deputy Minister of Finance to give his views on the 
subject. 


By Mr. Applewhaite: 
Q. Mr. Chairman, I was following Mr. Sellar’s remarks but I think I lost 
him somewhere because I had gathered that the NATO situation is entirely 
different. Is not the NATO fund a revolving fund; where these physical assets 
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are transferred, is. not a corresponding cash amount paid back into the fund 
so that the amount remains constant until the money has been spent the 
second time?—-A. There is no money involved. This is all bookkeeping. The 
NATO country never pays anything. The government of Cahada first of all 
debits its vote with an amount—let us say one million dollars for, munitions and 
credits the replacement account. Subsequently the Department may, with the 
consent of the governor in council, buy new supplies and charge them against 
this million dollar credit. In a way you are right, Mr. Applewhaite, in saying 
that this is a revolving fund but I am more inclined to regard it as just a 
memorandum account. There is no actual cash money involved. 


The CHairmMaN: There is no actual cash money but the National Defence 
vote has included this million dollars. That is why you think that if it has 
already been voted it should not be considered a liability? 


The WITNESS: Yes. We are overdoing it. 


By Mr. Monteith: 


Q. About this million dollar item you mentioned—what other way would 
you suggest we could use to handle this? It is true that the procedure being 
followed at the moment is probably not quite correct, because this has not 
been a new expenditure for supplies sent out.—A. Not at the time. 

Q. I was just wondering how you would handle it. You would want to 
keep some memorandum?—A. Oh yes. This plan is in the act; therefore, 
as an officer of parliament I cannot criticize the wisdom of parliament. But, 
if parliament had asked my view of the subject I would have advised making 
this a deferred expenditure and charging it in the year when the goods: were 
actually purchased. As it is now, I would continue to make the charge in the 
year during which you have, in effect, lost one million dollars worth of supplies, 
but I would not put it up as a liability but rather record it in a memorandum 
account and control it by means of that account,—not through the liabilities 
statement. There would, of course, be a statement included in the public 
accounts informing parliament of what purchases had been made in the year. 

~Q. Yes, because supposing the vote covered $1,175,000,000 or a figure of 
that kind, the one million dollars being charged up against that is not actually 
a cash outlay, and as a consequence it could reduce the amount of cash outlay 
that could be made. —A. That could happen. 


Mr. APPLEWHAITE: Or it might increase the amount of cash outlay. If you 


give away a million dollars worth of obsolete stores you would have another 
million free which you could spend in cash. 


By Mr. Monteith: 

Q. Under the present method; but we are probably spending $1,700,000,000 
in any one year on new supplies—am I right in saying that that is a fact?— 
A. Yes. 

Q. Well, if you give away a million dollars and charge that million dollars 
to the vote you only have $1,774,000,000 left to spend in cash. 

Mr. APPLEWHAITE: But the minute you give it away it becomes available 
in cash as I understand it—the minute you give it away to a NATO country 
the department is able to draw on consolidated revenue again for another 
million in cash. 

’ Mr. MonteitH: That million dollars in cash is charged to credit. 


Mr. APPLEWHAITE: So my impression that it is a revolving fund was not 
far wrong. 


The Witness: I am worrying about the liabilities side. 
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By Mr. Harkness: 


Q. Is not this what is happening? Say $200 million of equipment'is sent — 


to NATO countries and the total vote is $1,700 million. In that particular year, 
the Department of National Defence can actually spend $1,900 million?—A. 
With the consent of the governor in council. 7 


_Q. In other words they have $200 million more to spend in that year, 


and that is actually what has been happening. That $200 million is not 
charged against the $1,700,000,000.—A. Over a series of years it has neen 
charged somewhere. 

Q. It might have been a charge on the vote prior to 1939?—A. No, this 
came in ‘in- 1950 or 1951. 

Q. Yes, but the equipment they give away might have been cqei tere 
secured prior to 1939.—A. Oh yes, I see your point. It could be. 

The CHAIRMAN: From the practical point of view the army would be 
exchanging old equipment for new—they give away the old and get money 
with which they can replace it by new material. 

Mr. HARKNESS: It is not charged against their current appropriation. 

The CHAIRMAN: That is an interesting point which we shall take up with 
the deputy minister. 

I think you said that paragraph 70 was just information? 


The WITNESS: That is right. 


The CHAIRMAN: Would you care to indicate to us which of the paragraphs 
in the section crown corporations might be of interest to the committee? 

The WITNESS: In connection with the crown corporations, I have: made an 
effort, somewhere or other, to name every corporation I audit so that if the 
committee should wish to summon any corporation before it for any PUEP OFC 
they can turn to the particular paragraph as a reason for doing so. 

I only qualified one. audit certificate for a crown corporation and that was 
in connection with the Northwest Territories Power Commission. Some physical 
inventories related to construction work were not properly accounted for, and 
I had to-qualify my certificate. Since that date the corporation has CArried out 
a proper stock taking and everything is now in order. That is the only case 
where I qualified a certificate, and the committee need not worry about that. 
Therefore, sir, the only suggestions I make are those contained in the last 
two paragraphs, paragraphs 95 and 96. 

Paragraph 95 deals with a question of policy and, in my opinion, executive 
policy; but this committee might be disposed to suggest that the government 
should give the matter a little consideration. It deals with the question of fire 
insurance. There is inconsistency in practice with regard to this—sometimes a 
corporation is self-insured, sometimes it is insured with a commercial company, 
and so on. For example, Canadian Arsenals has in its custody buildings which 
cost $36 million, in addition to about $56 million worth of machinery and equip- 
ment, materials, work in progress and so on up to a total of about $60 million,— 
which is a lot of money. It does not carry any insurance on this at all, because 
all property is Opabeaiars regarded as being government, not corporate, prop- 
erty. 

Polymer, on the other hand, an organization that holds* buildings and 
equipment at a depreciated value in excess of $30 million in addition to 
inventories of about $10 million, insures in the ordinary way with commercial 
insurance companies. If Canadian Arsenals for example were to have a bad fire 
and it was supplying somebody other than the government of Canada, the 
parliament of Canada would have to find quite a lot of money to make good 
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that loss. It is a matter of policy whether or not the government should consider 
giving formal guidance as to when crown corporations should insure against 
risks of fire, and so on. 

I do not expect this committee to decide the matter but I hope you would 
be disposed to oS Mr. Hay TOr about it, and probably make some suggestion. 


By Mr. MeCreaor: - 
Q. What would the cost of insurance be?—A. I have no idea. I was looking 
at the matter from the point of view of principle. 


The CHAIRMAN: Have you anything to add, on paragraph 96, to what you 
have already said? 


The WITNESS: No, I think that in the earlier discussion on paragraph 62 
I covered what I had in‘mind on paragraph 96, but of course I cannot say what 
the interest of the committee may be. 


The CHAIRMAN: Have hon. members any questions to ask on this section 
on crown corporations? 


By Mr. Harkness: 


Q. Can you give us any idea what difference it makes whether a crown 
corporation is a departmental agency or proprietary from a practical point 
of view?—A. “Departmental” means a corporation defined by the Financial 
Administration Act. The big difference between an agency corporation and a 
proprietary corporation is that an agency corporation must submit both operat- 
ing and capital budgets, while the proprietary corporation needs submit only its 
capital budget. Secondly, the proprietary corporation is subject to income tax, 
while the agency corporation is not. 

Q. Then this transfer of the Northwest Territories Transport Commission 
from the proprietary classification to the agency classification would remove 
them from liability for income tax.—A. Yes sir, and I think that is right. 
Ontario Hydro, for example, is not subject to income tax. I was very glad when 
I saw they had transferred that corporation. 

@. I take that to be sound, because they are supplying power for the 
development of the territory.—A. The trouble is the act provides that if at 
the end of the year they have a surplus, that may go back as credits to the » 
consumers. I think the change that has been made was quite desirable. 

Q@. Is there a general rule by which it can be determined whether these 
crown corporations will be departmental agencies or proprietary agencies, or 
is it at the discretion of the government to change their status as they lhke?— 
A. In ‘the first place they are listed under the Finance Administration Act, 
but the governor in council enjoys a discretion to vary. Parliament, in the 
first instance, made the broad classification, and the government always has 
regard to the statutory classification in trying to establish the category in 
which a new corporation belongs. 

Q. What was to be the general characteristics of a proprietary company?— 
A. A company in commercial business performing commercial services with 
an expected reasonable income. 

Q. In other words, companies like Eldorado and Northern Transportation? 
—A. Northern Transportation, Polymer and so on. Of course, unfortunately 
at the moment is is rather hard to say where the C.B.C. belongs, butvit' 4s 
in there. 

Q. It is proprietary?—A. It is proprietary, sir. 

Q. That seems rather hard to explain, in view of the fact that the cor- 
poration is financed out of specific taxes assigned to it.—A. Yes sir, but that is 
where parliament put it. 


The CHAIRMAN: Paragraph 72. 
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By Mr. Applewhaite: 


Q. The paragraph states that the ‘departmental’ group consists of those | 


corporations financed in the same manner as departments, with expenditures 
and revenues detailed in the public accounts. That would mean they are 
financed by an appropriation in the estimates or in some cases, perhaps, by 
statute, and if this is correct are there any other ways in which departmental 
corporations are financed?—-A. No. Would you like me to give you a list? 

Q. I was really interested in finding out what are the possible sources of 
revenue for the departmental group—whether they are all financed by appropri- 
ation or by statute or whether there are other sources of revenue.—A. Take 
the Director of the Veterans Land Act as an example—he gets certain income, 
which you might call revenue from the public; but on the whole they rely 
entirely for their spending money on appropriations from parliament. 

Mr. HARKNESS: You have a list of both the agencies and proprietary 
corporations here but there is no list of the departmental corporations. Would 
it not be of advantage for us to have that list? 

The WITNESS: The Agricultural Prices Support Board; the Atomic Energy 
Control Board, the Canadéan Maritime Commission; the Director of Soldier 
Settlement; the Director, the Veterans’ Land Act; the Dominion Coal Board; 
the Fisheries Prices Support Board; the National Gallery of Canada; the 
National Research Council; the Unemployment Insurance Commission. 

Mr. APPLEWHAITE: What is the position of the R.C.M.P.? Do you regard 
that as an agency or as a department of government? 


The Witness: As a department of government sir.. 
The CHAIRMAN: Paragraph 73? 
Paragraph 74. 


By Mr. Harkness: : 

Q. What is the point of this paragraph? Is it just to show that in the 
case of the National Harbours Board this is an expense?-—A. No, it is just 
to show you will get more detailed information if you will go beyond the 
financial statement to the corporate reports. 


By Mr. Monteith: 

@. How many proprietary corporations or agencies are audited by out- 
side auditors?—-A. There is the Canadian National Railways and its affiliates, 
The Central Mortgage and Housing Corporation, and the Bank of Canada and 
its affiliates. I think those are the three. 

Q. Those are the three?—-A. Those are the big three—those, and the 
Canadian Wheat Board, which I forgot to mention. 

Q. Does that outside audit arise because of the scope of their activities, or 
what?—A. By act of parliament in the first instance, and for one reason or 
another it was decided to leave them that way. We always feel we can tackle 
any audit job that is wanted, but we are not looking for work. 

The CHAIRMAN: Paragraph 74? 

Paragraph 75—it is a list of companies— 


By Mr. Harkness: 


@. As far as paragraph 75 is concerned I notice there the National Battle- 
fields Commission—where would they get any revenue apart from votes?— 
A. They have very little revenue, but they do have some in the same way as 
the Federal District Commission has a little revenue. They might rent some 


of their equipment, or do some work for the city of Quebec, or something 
like that. 
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@. I was wondering why they were an agency, rather than part of the 
department—A. The National Battlefields Commission Act is designed to have 
the representations of the government of Canada, the province of Quebec and 
the province of Ontario. The commission is a very well run little show. 


“ The CHAIRMAN: Paragraph 76? Paragraph 77? 
Paragraph 78. 


By Mr. Applewhaite: 


Q@. On paragraph 78 I would hee to know just how that income of $46,000 
is derived and where it is going to end eventually.—A. The Canadian Com- 
mercial Corporation is provided with a working capital of $10 million. It can 
act for the government of Canada and for anybody in Canada; it has acted for 
the United States government in construction work in Canada, for the United 
Nations, for international organizations and for other governments. For these 
services it charges a commission, and the commission may vary. It may be 
one half of one per cent or three quarters of one per cent as the case may be. 
It tries to keep down its operating costs and has done this very successfully. 
From this commission, derived from acting as custodians and procurement 
agents in Canada, it earned a surplus of $46,000 last year. That is shown in 
this account as its surplus—it is one of those little surpluses which the govern- 
ment of Canada could take away if it wanted to. 


The CHAIRMAN: Would it not be better to leave it there in case there 
should be a small deficit in future years? 


The WITNESS: The amount is not sufficiently important to worry PLEA: 
that would be the easiest way to answer the question. 


By Mr. Applewhaite: 


Q@. Just as a matter of principle, they have the right to spend it in a 

_ subsequent year?—-A. Oh yes. One of the problems of the Canadian Commercial 

Corporation is this: the act says they may be advanced $10 million for working 

capital and they have been advanced the $10 million; but lawyers have ruled 

that if they return some of that $10 million to the government of Canada they 

could not get it back again, and therefore they have to hold on to it. That is 
one of the problems. 


The CHAIRMAN: Paragraph 79. 


By Mr. Applewhaite: 

Q. This figure of $51,000 is, I take it, from proceeds of royalties on patents 
and so on. Is all that money the absolute property of Canadian Patents and 
Development Limited, or is it collected and held only in trust for public ser- 
vants, or do others have a financial interest in this?—-A. On account of the 
legislation the last few years, I would not like to be specific in my answer. 
I am not sure what the status of it is now; but this company represents the 
National Research Council; that is really what it is. It is the National Research 
Council, and the Research Council Act permits them to organize a corporation 
to manage certain of its affairs. They turned patents over to the corporation 
as being more convenient. I think you would regard it as being in trust for 
the National Research Council and for the inventors. There is a special section 
in the Research Council Act with which I am not too familiar. 

Q. Would it be asking too much, whether it should be of the Auditor 
General or of the department, to find out what should be done on the account- 
ing and paying side to look after the moneys which the inventor, who is a civil 
servant, has an interest in?—A. I will go into that and file a memorandum. 


The CHAIRMAN: Paragraph 80. 
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en 


By Mr. Applewhaite: i 


Q@. I have a somewhat similar question to ask with respect to this 
paragraph as to paragraph 78. First of all, what other receipts does Crown 
Assets Disposal Corporation have which run into nearly $100,000 here, and 
where does their final excess of income over expenses end up? Is that:a work- - 
ing fund?—-A. The Crown Assets Disposal Corporation has income from sales 
of course. This 10 per cent you mention, which I referred to also, includes 
collections on agreements for sale. Remember, years ago we sold ships; we 
have also sold various crown plants over a series of years by agreements, 
therefore there are interest as well as capital payments coming in. 

Q. Those are not shown as proceeds from sales?—-A. Not necessarily. 
Then, they have about $13,000 worth of bank interest from bank balances, 
which they hold. Again, the problem is: the act stipulates the corporation is 
to get a certain commission, if the surplus should be turned over to the govern- 
ment; there is no provision for a return to the corporation if it ran into a bad 
year. 

Q. Is the greater proportion of that $485,000 either bank interest or 
interest on sales?—-A. $454,000 was from sales. 

@. In one sense it was a proceed of sales. That was my point.—A. Yes; 
taken out of receipts from sales. 

Mr. HARKNESS: You said a short time ago that part of the money in the 
hands of this corporation now has been turned over to the consolidated revenue 
fund? 

The WITNESS: Yes, sir. 


Mr. HARKNESS: So that their income from bank interest will be materially 
reduced? 


The WITNESS: Yes, sir. 
The CHAIRMAN: We are now.on paragraph 81. 


By Mr. Applewhaite: 


@. As I read this, is it a fact that if we carried out the suggestion made 
by the Auditor General we would lose track, as a separate item, of the moneys 
spent on these three buildings on Parliament Hill and they would be merged 
in with the general Federal District’ Commission payments?—A. Not neces- 
sarily. What I am suggesting is that we get away from the obligation of 
keeping separate accounts. The statute now requires a separate account, 
to be set up for each special grant with the result that you have a very 
cluttered financial statement for the Federal District Commission. No, the 
objection you would have in mind could be avoided. You would be given 
the figures as to cost, and I think more accurately than now. 

Q@. We would continue to show Parliament Hill as Parliament Hill?— 
A. Yes, you would get that information. As a matter of fact, in view~of 
a Capital Area Committee being set up I have been asked to prepare an 
observation on this particular section for that committee. 

Q@. I would definitely be against an accounting result which would 
leave us without being able to see exactly what Parliament Hill as such was 
costing us. 


By Mr. Harkness: 


Q. Since the commission receives a fixed ‘statutory grant of $300,000 
for the purposes of the Federal District Commission Act, and also annual 
votes not within the ambit of the statutory grant, what is the ambit of the 
statutory grant, and what would that be used for?—-A. Parks and activities 
of the commission as laid down by the Federal District Commission Act, 
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it activities now go far beyond that. They are acting as administrator of 
the national capital fund. They are in activities that are wholly outside 
their Act. ~ ; 

Q. Would the administrative costs be included in this $300,000?—A. Certain 
of their administrative costs, but not all. 

Q. In other words, a considerable amount of their administrative costs 
would have to be made up by these annual votes?—-A. Yes. There is $100,000 
worth of administrative costs voted annually under the heading National 
Capital Planning Committee. | 

Q. Is part of the administrative cost met by the rent of all these buildings 
which they have taken over?—A. Yes. They are getting rental now in the 
nature of $350,000 a year; that includes buildings and farms. 

Q. There was a general announcement in the paper, following these fires, 
that they might get rid of all this housing because it is of a slum type and 
that would much reduce their income, and the fund would have to go up to 
cover their cost. Is that the situation?—A. I have no knowledge of that.’ 
I have read it; some of this housing is sub-standard, really cottages and so 
on, in the outskirts of the city. What they represent in total I have no idea. 

Q. But it would appear that will likely be the situation?—-A. Yes. The 
normal expectancy is this rental income should go down. 

Q. And therefore the fund will have to go up?—A. Either the grant or 
drawings on the national capital fund would go up. 

Q. Otherwise they would have to reduce their activities?—A. Yes. 


By Mr. Holowach: 

_Q. From this I gather that the Federal District Commission work in two 
votes, its activities are overlapping. Your recommendation is that there be an © 
annual appropriation rather than simple grants and statutory votes. In addition 
to bookkeeping efficiency, do you feel that your proposition would also involve 
a money-saving scheme?—-A. I am approaching it purely from a bookkeeping 
standpoint, better accounting and clearer reports to parliament. However, the- 
Federal District Commission has. different views than I have as to what is the 
best financial setup for the Commission, and they are submitting that to the 
new committee. They take an entirely different approach to what I have. I only 
started to read it before I came in here this morning so will not try to state 
what it is, but the chairman outlined to me recently a different approach to 
mine. It is somewhat academic for us to consider it now. I think it would be 
better to defer until you have a specific proposition by the Federal District 
Commission to the National Capital Committee. 


The CHAIRMAN: I suggest that we meet tomorrow morning if, it suits the 
wishes of the committee. We will be able to finish this report probably in 
about an hour at most. 


Mr. HarRKNESS: There are some party caucuses on tomorrow morning which 
would make it very awkward. 


The CHAIRMAN: We might sit this afternoon at 4 o’clock. 
We will adjourn now until 4 o’clock this. afternoon. 


AFTERNOON SESSION 


~ 


March 27, 1956. 


The CHAIRMAN: We have a quorum gentlemen. i 


Mr. Sellar will answer some of the questions which were left in abeyance 
this morning. 
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The WITNESS: On paragraph 51 I was asked whether the losses as a result 
of price support of butter amounting to $1,506,000 were due to sales to insti- 
tutions. The answer is, virtually, that they were not. The sale to institutions 
was authorized in February 1955 and actual sales in March were only $35,000, 
so sales to institutions were not the reason for the loss. 

On paragraph 58 I was asked the amount of uncollectable balances wiatied 
off and included in the new item in active loans and investments—I did not 
have the amount. The item authorizing the write-off was item 579 of the 
supplementary estimates of last year, and was in respect of $1,010,000. Details 
are given in schedule (i) on page 97. 

On paragraph 59 I was asked a question about uncashed coupons and I 
think I may have given a muddled or an inaccurate reply. 


The CHAIRMAN: You are hard on yourself, Mr. Sellar. 


The WitNEss: That is all right. My job is to make myself clear to this 
committee. There is a liability item set up for the $54,200,000 and it will be 
found in schedule (j) on page 99. 


By Mr. Monteith: 

Q@. May I ask a further question on that, Mr. Sellar? The government 
—as they remit to the Bank of Canada—is that amount also set up in the 
books of the Bank of Canada as uncashed?—-A. We follow an unusual course 
in recording interest, inasmuch as interest is accrued from month to month 
and we credit the accrual account each month. Every six months cash is 
actually paid out. I am sorry I was not clear this morning on that matter. The 
accrual cash issues questions confused me. 

Then, on paragraph 78 I was asked for the income of the Canadian Com- 
mercial Corporation. In giving this information I would like to correct a 
mistake I made when I said I was under the impression that the commission 
charges were either one-half or three-quarters of one per cent. The commission 
harge is either one-quarter or one-half of one per cent. The sum of $162,000 
was received by way of commissions and in buying and selling operations the 
corporation made $78,000; it also earned $72,000 by interest on investments 
and bank accounts, giving a total of $312,000. As stated on page 14 of the 
little book containing the corporation accounts, the most important items of 
expenditure are salaries and allied expenses of about $225,000. 

Not having a transcript, I am not quite certain as to the question Mr. 
Applewhaite asked me in connection with paragraph 79, but believe he asked 
whether there had been legislation in recent years amending the law with 
regard to inventions made by civil servants. 

The act concerned is the Public Servants Inventions Act of 1954: That 
act repealed section 14 of the Research Council Act but section 14 of the 
Council Act was in harmony with the present Public Servants Inventions Act, 
therefore there was no change in policy so far as the Research Council is con- 
cerned. Payments to inventors during the year amounted to $154,582 out of » 
a collection of $270,992. 

Then, I was asked if the civil servants or inventors had any claim on the 
$51,000 of net income. I would say the answer to that is yes, because it is 
permissive in the regulations of the new act to pay bonuses. Whether they 
will ever pay them out is a question of policy about which I know nothing. 

Finally, I was asked in connection with paragraph 80, which deals with 
the Crown Assets Disposal Corporation, what was the make-up of the agencies 
account receipts of $485,000. That is the account held on behalf of the govern- 
ment of Canada. Some $439,000 was interest earned on long term agree-_ 
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ments for sale. Then, in addition, certain property was rented and it pro- 
duced $44,000, that is to say, $483,000 in all, a figure which I had rounded 
into $485,000. | 

I think, sir, that that is the information I was asked for. 


The CHAIRMAN: Thank you very much. 


By Mr. Holowach: 


Q. In respect to the answer given on the subject of paragraph 51. 
I understand that the loss sustained. as a consequence of selling butter— 
$1,500,000—was not the result of sale to Canadian institutions?—-A. No sir. 
_ Q. Is that loss connected with the sale of butter to East Germany?— 
A. I cannot tell you that, sir, because the question specifically directed to 
me referred to Canadian institutions and I only had a couple of hours in 
which to make inquiries. I may say this, however; the butter involved cost 
$20,187,000 and produced $19,164,000. In other words, there was a loss 
between purchase and sale price of $1,023,000. The balance of the amount 
is made up of freight and other charges of $119,000, and storage and handling 
charges of $364,000. Where these sales were directed, however, I cannot 
tell you. I will ascertain it for you but I cannot do so at the moment. 


The CHAIRMAN: We have reached paragraph 82 dealing with the National 
Harbour Board. Are there any questions on paragraph 82? 


By Mr. Harkness: 


@. I take it in that case that the profits from the operation of the Port 
Colborne and Prescott elevators during the past few years have been con- 
siderable and that it is going in there as ordinary revenue of the Harbour 
Board though in your opinion it should really go into the consolidated revenue 
fund?—A. No sir. If you look at the big book, on page Z-97 you will see 
there an entry for ordinary revenue of $644,000 as profits from Prescott and 
$281,000 from Port Colborne. The Port Colborne receipts were really $28,000 
more, but it.owed $28,000 on a certificate of indebtedness so the net amount 
is shown. 

My feeling is this—that as the two elevators are getting old they. will 
ultimately have to be replaced, and the National Harbour Board should be 
encouraged to accumulate funds so that it can replace them if and when 
necessary. As it is now, the profits are being lost in public revenue. 

Q. I took it from this paragraph that these two elevators should not be 
operated by the Harbour Board at all but put into the same position as 
Churchill and certain other elevators.—A. No, no. Churchill is operated by 
the National Harbours Board. 

Q. It is?—-A. Yes sir. It made a small profit last year. 


By the Chairman: 


Q. Your opinion, if I understand it accurately is that these two elevators 
should be turned over to the National Harbours Board?—-A. For accounting 
purposes. I do not know what the view of the department is. The depart- 
- ment concerned is the Department of Transport, nor I do not know what, 
specifically, is the view of the National Harbours Board, it has administered 
these projects for 20 years I would say it should be wholly responsible for 
their future. | 

Q. As it is, so far as you know, no depreciation fund is being set up to 
carry the cost of obsolesence?—A. No sir. You see, the government does 
not do that. 


The CHAIRMAN: Are there any questions on paragraph 83? 
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By Mr. Harkness: | : 

Q. What is this contingent reserve fund for? They have a regular reserve 
fund, I notice, and in addition this contingent reserve fund.—A. They have 
set it up because they are afraid on account of their location that they may 
suddenly be faced with some catastrophe or disaster in connection with their 
lines or power plant and they want some cushion against such an eventuality. 

Q. In other words, it is an extra reserve?—A. Yes, but at the moment it is 
not sufficient to amount to anything. ) 

Paragraph 84? This is just a list. 

Paragraph 85? 

Paragraph 86? 
‘ Mr. Hotowacn: If I may refer for a moment to paragraph 84, it says here, 

Mr. Chairman, that proprietary corporations are subject to income tax but an 

exception was made in the case of the C.B.C. and the Export Credits ee 
Corporation. By what authority were those exceptions made? 


The WITNESS: There was no exception made. They did not have taxable 
income. 

“Mr. HoLowacu: In the case of the C.B.C. did they not have a net income 
at the end of the fiscal year? 

The WITNESS: Yes, but they got it all from the government. They got 
$6 million odd, I think—parliament authorized up to $25 million for four years 
I believe. In addition they get the tax on radio tubes, television sets and so on. 
A question was whether that should constitute income for the purposes of the 
Income Act or whether it should not. 


Mr. MontEITH: And it was decided it should not? 
The WITNEss: So far as I know they were not assessed. 
The CHAIRMAN: In other words, there was no profit to assess? 


The WITNESS: It would be rather silly, sir, to assess them on that income if 
they got it from the government for a particular purpose. 


The CHAIRMAN: Paragraph 87. 


By Mr. Harkness: 


Q. I can see that the St. Lawrence seaway have not been in operation long 
enough to pay income tax, but you said this other corporation had to pay no 
tax—this export credits insurance under section 91—I take it there was an 
income in that case?—-A. I do not want to go too far because I think discussions 
are going on at the present time between the income tax authorities-and export 
credit officials as to whether or not its reserve is taxable. 


By Mr. Holowach: 


Q. In paragraph 81, Mr. Sellar, you make recommendations that there be 
one appropriation made to simplify bookkeeping with respect to the activities 
of the Federal District Commission and the national capital fund. In view of 
the similar circumstances, and namely that the Canadian Broadcasting Cor- 
poration has been recently authorized grants and appropriations, would not 
the same recommendations apply in order to simplify bookkeeping in that 
case?—-A. No, sir, because the situation there is different. The receipts to the 
broadcasting corporation are really from one source, that is to say the act of 
parliament saying we shall receive that special grant for a limited number 
of years plus the annual income derived from the customs duties, the taxes on 
television and radio machines and so on. The situation is not identical. They 
have, of course, their commercial income in addition. In the case of the federal 
government, there are distinct activities. They have to care for the government 
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grounds, they are responsible also for the care of the parkways and the develop- 
ment of the national capital. It is on the expenditure side there, that I am 
concerned. However, there is no difficulty in the expenditure of the broad- 
casting corporation unless you want to consider as distinct the international 
shortwave service which is handled by an appropriation. That is distinct. 

But I would like to keep an open mind on the whole subject until the 
royal commission now considering these matters goes into them in great detail, 
because the real problem is this: how are you going to finance the corporation 
in the future? 

Q. It seems to me from the standpoint of bookkeeping instead of having 
these various grants and so forth, that it might be wise to just have one 
appropriation for them annually from parliament. Surely from the book- 
keeping standpoint it would ensure a more careful scrutiny?—A. That may 
be so, but when discussing the Federal District Commission may I note that 
it is in its act that any grants over and above the $300,000 it receives shall 
be kept in special accounts and reported on separately. That is not so with the 
broadcasting corporation; you can follow the accounts of the broadcasting 
corporation without trouble. You can get a headache trying to follow through 
the Federal District Commission’s expenditures. 


The CHAIRMAN: 88 is just a statement of the result of operations. 


By Mr. Harkness: 


@. What is the rate of interest which the Canadian Farm Loan Board pays 
to the Receiver General on loans, and what is the rate they charge to bor- 
rowers’?—A. It is about fifty-fifty; on part of it it is 3 and 2 per cent and on 
others 34 per cent. 

Q. That is what they pay the Receiver General?—A. Yes. 

@. And they loan that out at 54 per cent?—A. On first mortgages at 
5 per cent and on second mortgages at 54 per cent. 

Q. So they have a spread of 2 per cent? 

The CHAIRMAN: For their administration costs. 

Mr. HARKNESS: Yes. 


Mr. MontTEITH: Am I thinking of some other corporation when I say there 
is several million dollars of capital stock on an original loan from the govern- 
ment of 3 per cent? 

The WITNESS: Are you referring to the Farm Loan Board? 

Mr. MontTEITH: Yes, or am I thinking of some other board? 


The Witness: I think you will find you are right. In the legislation of 
1927 or 1928 it may have been provided for at the 3 per cent rate on the 
initial capital. I am not sure, I would have to check it. 

Mr. HARKNESS: What happens to these net earnings in a company like 
this? 

The WITNESS: They retain them, but of course the government has the 
right to take the money from them under the Financial Administration Act. 
Up to the present they put it in a reserve against possible future losses. 

The, CHAIRMAN: Are there any questions on paragraph 89? It is just a 
statement of operations? 

Paragraph 90. 


By Mr. Harkness: 
Q. This Eldorado Mining and Refining Limited has a large profit of over 
$5 million, and looking over their balance sheet, this small book at page 91, 
I see that they have had a constantly increasing surplus which now amounts 
to $28,905,000. What is the purpose of retaining that surplus?—A. You would 
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have to ask the corporation or the minister the answer to that. Actually, the — 
situation has been that there has been an exceptionally good management and 
it has been a constantly expanding activity. They had some hard luck because ~ 
of a bad fire a few years ago, but they have rebuilt. Then you also have to — 
bear in mind it is one of these businesses where your asset is diminishing. q 
The accumulation of surplus is something you would have to ask someone else 
about as to what they have in mind. y f 

The CHAIRMAN: Evidently the government made a good investment when > 
they bought it. ; 


By Mr. Harkness: 


@. We have the general situation in this particular company where the 
assets have been all very well depreciated?—-A. Oh yes. 

Q. You have this large surplus so that you have in that cxuse really an 
asset which is much greater than appears in the statement of assets and 
liabilities —A. Tremendously in excess. 

Q. It seemed to me perhaps in this committee we should go into the 
affairs of that company and learn more fully, possibly with some of the 
officials from the company, as to whether it is desirable for them to just 
keep mounting up that surplus, or whether it should be turned over to the 
consolidated revenue fund, or used for some purpose. It seems there is 
a large amount there which is a public fund sitting idle—A. This is not my 
business, but may I interject that if you do go into Eldorado Mining and 
Refining we are hopeful that before this weekend we will be able to sign off 
the financial statements for the year ending 1955 and I would suggest you 
get your reference amended so that you can take this year’s as well as last 
year’s figures; both are good, but it is just so that you are not dealing with 
old stuff but are up to date. 

@. I am interested in the subsidiary, Northern Transportation, which 
you have down with a net profit of $160,000 after providing for income tax 
and so forth; but they have also provided for—on page 99— a large amount 
of assets in the form of equipment and so forth which are now depreciated 
down to a very small amount. The reason for my interest in the matter is 
that everybody I know of who has dealings in the north country raises com- 
plaints on the rate charged by Northern Transportation. They maintain 
that the development of the north is being held up as a result of these high 
freight rates that are being charged, and that the one single factor which 
would do more to assist in the development of the north than any other is the 
reduction in freight rates. Transportation costs generally include the cost of — 
flying people in, which does not come into this. Therefore, I would think that —— 
we might perhaps be well advised to look into this situation. We were 
going to do it some four or five years ago, and perhaps you will remember — 
I raised the matter at that time. The session, as it happened, came to an 
end just about that period and we did not find time to go into it although we 
had actually called witnesses.—A. You have to bear in mind that rates for 
the Northern Transportation Company are those fixed by the Board of Transport 
Commissioners. They cannot charge more than the Board of Transport Com- 
missioners authorizes. Secondly, it just occurred to me, that a little while 
ago when the house was setting up the Atomic Enersy committee, the 
Minister of Trade and Commerce suggested that the committee review the 
activities of Northern Transportation. ; 

Q. I also see that the other subsidiary, Eldorado Aviation Limited had 
expenses of $470,000 in the year of which about $445,000 was apportioned to — 
the parent company and the balance to Northern Transportation. Has it any _ 
income apart from that derived from flying for these two companies?—A. No. 
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_It has no real income otherwise; you must bear in mind they are frozen up 
in the north country for a very substantial portion of the year and it is really 
operating for the convenience of Eldorado. 

_ Q. In other words, it is a crown company to take over the flying opera- 
tions for Eldorado?—A. Yes. It is a subsidiary of Eldorado. 

Q. Or is Northern Transportation a subsidiary which takes what you might 
call business out of the general public?—A. Yes. Northern Transportation 
of course existed before the government acquired Eldorado. Eldorado Aviation 
was created after the acquisition. 

Q. It is in quite a different position then to the Northern Transportation?— 
A. Yes. 


The CHAIRMAN: 91? 


By Mr. Harkness: 

Q. You were mentioning this before. What are the assets of this company? 
—A. The big assets are the $10 million that the government has given it for 
capital. . | 7 

Q. In addition to that the only other question is this reserve of $24 
million?—A. Which they have accumulated, yes. 

Q. That is why you say it is doubtful whether they should be charged 
income tax because there is a question of whether the excess of income over 
expenses should legitimately be looked upon as profit?—-A. That is the point. 
In discussions on corporate tax between crown corporations and the income 
tax department, I am neutral, because I am auditing both. Therefore I am 
not well informed on the subject. I do not want it to be suggested that I 
am supporting one side or the other. 


The CHAIRMAN: Paragraph 92. 


By Mr. Harkness: 

Q. This is another corporation which appears to have made large profits, 
has depreciated its assets to a very material state, and there is an asset which 
really does not show in the public accounts generally we might say.—A. It is 
not as bad as Eldorado. It is shown in public accounts as $30 million; Eldorado 
is shown at something like $8 million. 

The CHAIRMAN: Paragraph 93. 

Paragraph 94. 


By Mr. Harkness: 

Q@. Did you audit these accounts this year?—-A. The government of Canada 
now has no financial interest in this: 

Q@. That is why I was wondering whether you did audit them or not?— 
A. The act says all expenditures by the board shall be subject to the audit 
of the Auditor General—‘‘shall be subject to the audit”. The audit is being 
performed by the provincial auditor of Alberta. What I plan to do is simply 
examine his working papers and conclusions and so avoid a duplicate effort. 
I do not regard it as, strictly speaking, obeying the law, but it would seem to 
be the sensible thing. 

Q@. The dominion government has no interest in it?—A. No. If you 

were to open up the act you would delete that direction. 

| Q. Therefore you would not be bothered with it?—A. I do not think 
the taxpayers of Canada should have to pay twice by having someone go out 
to do that work. 
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By Mr. Kickham: | / 

Q. As far as the St. Lawrence Seaway is concerned, the anveenment loans 
the money and they have the obligation of paying interest on capital amortized 
over a period of years?—-A. Yes. Last year they were just starting. - | 

Q. But they are still obligated to pay interest?—-A. Yes. They would not 
have it in that particular year because they just got going. 

Q. Am I correct in that the amount of the loan to the board is $215 
million as the federal government’s share?—A. I think your ultimate figure is 
right, but I have not any data with me here. 

Q. What would be the amount of interest that the board would pay the 
government?—A. I do not have that with me. 


By Mr. Hollingworth: 


Q. Is it customary to pay about 3 per cent on an item like that, somewhat 
similar to the Canadian Farm Loan’ Board?—A. It varies. In the case of 
Central Mortgage and Housing Corporation, which is a big borrower, it is in 
the act that the rate approximate the going rate of government bonds being 
traded in the market. I think, rates to corporations fluctuate a little, there is 
no uniformity across the board as to the interest rates corporations will pay. 
The National Harbours Board pays one rate, the Farm Loan Board another 
rate, and the Central Mortgage and Housing Corporation another rate, and 
so on. 

@. Is it a matter simply of bookkeeping, and that the government makes 
available those funds out of the consolidated revenue fund?—-A. Oh, no. The 
big advantage to a company is that it does not have to go out and float an 
issue and perhaps pay a higher price, because experience has always been 
that a guaranteed issue always has to carry a higher coupon than a straight 
government issue. 


The CHAIRMAN: Paragraph 95. 


By Mr. Holowach: 

Q. We appreciated the explanation Mr. Sellar gave us before. Would he 
care to amplify it and give us a little more information. Are there any figures 
available with respect to the amount lost and sustained by the crown corpora- 
tions who had no fire insurance coverage? Are there any figures available for 
that?—A. I cannot recall any. The record is good. There have not been any 
serious fires as far as I recall. Eldorado had insurance when it had a mill 
burn down. National Harbours Board has fire insurance and periodically a 
shed burns. 


By Mr. Monteith: 


Q. Is it just a matter of lack of uniformity?—-A. Not that entirely because 
uniformity is not in itself the best thing in the world; but, what worries me 
is if there was a big loss, say in Canadian Arsenals and it became necessary to 
find the money all at once it would show up as a big item of expenditure in 
the public accounts because Canadian Arsenals has no resources other than 
what the government has provided. It seems to me there should be some 
plan whereby we can protect ourselves. You cannot treat everything the 
same.’ You might say in respect to the National Gallery, which is strictly 
speaking a corporation, that there would not be much sense in insuring the 
pictures. You would have to go and buy different ones. I regard it as a matter of 
executive policy rather than legislative. 

Q. I think your observation is very sound, but it seems to me it is very 
good business to have coverage. What is the reason they do not take out fire 
insurance coverage?—-A. The government has always taken the view, I think, 
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established by Sir John A. Macdonald, that because the government’s risk are 
spread all over Canada we have the same diversion of risk as has an insurance 
company and therefore we can self-insure. 


The CHAIRMAN: Paragraph 96. 


By Mr. Harkness: 

Q. Is there a list any place, and if so where can it be found, as to the 
company’s holdings of cash or securities which make up this $67 million in 
cash and $96 million in government of Canada securities?—-A.:I have it here. 

Q. Could you give it to us?—A. It is a fairly long one. 

Q. Perhaps it might be put into the record?—-A. Yes. I will give you the 
two largest amounts. The Canadian National Railways had $46 million, National . 
Harbours Board $464 million. The schedule now given totals more than the 
amounts stated in paragraph 96 because a further review increased ‘‘cash’’. As 
certain corporation accounts are audited by others, figures stated may be subject 
to adjustments: 


CEOrucwianerey..0f- Canadainncon ie cave es $ 3,443,000 $ 3,443,000 
eA eA CSET AIS: Wit a Re ee i ara hk 12,785,000 12,785,000 
Menettan eroadcastM eae aa Oe se ie 5,754,000 $ 9,532,000 15,286,000 
Canadian Commercial Corporation 9,325,000 189,000 9,514,000 
wWCanadians Farm): Loan’; Board. sini oe 377,000 377,000 
Canadian National Railways .......... 18,036,000 27,972,000 46,008,000 
Canadian National (West Indies) 

CEOALTISHIND Star ae emesis baie CORN Gone 540,000 540,000 
Canadian Overseas Tele- 

COMHIAUDICA TOMY Ewer tenons seus ene ui 310,000 310,000 
Canadian Patents and Development . 78,000 102,000 180,000 
Central Mortgage and Housing’ ....:... °° 3,389,000 3,104,000 6,493,000 
GEO ASSELS DISPOSAley aioe sce ene ee ag 1,971,000 1,971,000 
BerenceryC ONStCUCTION ee acts i ecameus aig & wiet = 272,000 272,000 
PAOLA VIALLON wh st licsamunet cr anaro cite oo ough ei 15,000 15,000 
Bldorado Mining: and Refining’... ..... 63... 5,160,000 5,160,000 
Eeenor Credits -Insurancey oa5 kak lie 416,000 12,053,000 12,469,000 
Federal District Commission ............ 816,000 816,000 
National Battlefields Commission ...... 27,000. 5,000 32,000 
National larbours..)Moard soy ee ek 5,905,000 40,908,000 46,413,000 
INOFTNERTE PranspOrvavton nso pauls Rolie ateee 2,446,000 2,446,000 
Northwest Territories Power 

ROBOT IIMMISSIOTI CS crue Melk eee ek aee wks ees 274,000 251,000 525,000 
Rectan PCAN SLED ahs hovers tetas soe wien tameg 1,000 1,000 
Polymer ..... LCA gage LORS Sitihy Sa BRE RS Deh 3,060,000 1,941,000 5,001,000 
St. Lawrence Seaway Authority ........ 407,000 407,000 
Pepe AMAL ANT ie LiTTOSe tesa cucrs el seein savas 1,056,000 1,056,000 


75,463,000 96,057,000 


171,520,000 

Q. Those are securities?—A. Securities and cash. . 

By Mr. Holowach: 

Q. What happens to surpluses held by corporations? Are they deposited 
to the credit of the corporation in the bank or where?—A. It is held by the 
corporation, sir, and sometimes invested in securities and sometimes just put 
in the bank account. They need a certain amount for working balances. 
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The CHAIRMAN: We now have before us paragraphs 92-100 inclusive but 
they are just acknowledgments. I suppose there are no questions on these. 
Before you go, Mr. Sellar, Mr. Applewhaite who is not here this Snares 
left a question that he requested me to ask you. It is this: 
Would it not be possible for the Auditor General when preparing 
his report to include in-each paragraph referring to a specific transaction 
a cross-reference to the vote and/or the page of the public accounts 
where the item could be found? 


The WITNESS: Mr. Chairman, the same question was asked several years 
ago by Mr. Brown, then member for St. John’s, Newfoundland. I pointed out 
to him then, and my reply must be the same now, that I would be very pleased 
to meet this wish if it were practicable to do so. The trouble is that I do not 
see this big volume of public accounts until it is tabled in the House of 
Commons. This is a printing job that is not finished as a rule until after the 
house meets. To help out the Queen’s printer I send my report down to him 
in the month of September and the small pamphlet which members of the 


committee have is printed and in my office not later than the Ist of November. 


If I were to do what Mr. Applewhaite wishes I am afraid I would be holding 
back publication of the public accounts. 

An alternative that occurs to me would be this: that after the committee 
is constituted I could deliver to the secretary or to the chairman of the com- 
mittee a listing of the various paragraphs in my report with cross-reference to 
where items in the public accounts could be referred to. If that would be of any 
assistance I would be glad to do that and it could be done quite easily. 


The CHAIRMAN: I think that would probably be very useful and it would 
help us in following these paragraphs in your report. 


Mr. THomas: Would it not be better if a copy of such a cross-reference 
were made available to all members of parliament rather than to just the mem- 
bers of this committee? 


The CHAIRMAN: That would be a matter for the house. We are just dealing 
with the committee today. 

The WitnEss: An alternative would be to deliver a supply of several 
hundred copies to the Minister of Finance and leave it to him to distribute as 
he thinks proper. 


Mr. THomas: Yes, it would be better to do that than to confine them to 


members of the committee. By turning them over to the Minister of Finance 


they could be made available to the members of the house and to the members 
of the committee before the committee is set up. The committee would thus 
have a better opportunity to check your recommendations with the public 
accounts. 


The WITNESS: I can do that very easily, sir. Of course, the alternative 
would be to have the Department of Finance consider the question of the size 


of this present volume and whether they have more stuff in it than they really: 


need—whether its very size is condusive to confusion. 
The CHAIRMAN: That is a different matter. 


By Mr. Monteith: 


- 


Q. Before Mr. Sellar. leaves the committee I would like to say that 


I am a little interested in what they call revolving funds. Have you any 
idea, roughly how many such funds there are in the financial set-up?— 
A. No sir. 


Q. Are there quite a number?—-A. Oh yes. The number is growing — 


every year. 


- 
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Q. I am inclined to feel that the use of these funds tends to make it more 
difficult to discover the exact expenditures made by the government in any 
particular year. One revolving fund I am thinking of is the purchase account 
in the National Gallery. Take that as an example—there is an amount of 
$800,000 put in there this year. That comes from the estimates and there 
is nothing wrong with: that, but the amount need not necessarily be spent 
by the National Gallery in one particular year. As a consequence a true 
picture of the actual spending by all the various departments where these 
revolving funds are in existence is not easy to obtain. Am I right in this conten- 
tion?—-A. I would not call the National Gallery account a revolving account 
because all of it goes out and nothing comes back. If you take the Department of 
Transport stores account, which has about $4 million in it for the procurement of 
stores, that is a different matter. When the department makes an issue of stores 
out of that account an appropriation is charged and the money goes back 
into the account. That is a revolving account. The really big one is the 
Department of Defence Production. 


Q. When you say money goes back in, just how does that particular 
fund work? Do they get so much money to operate on?—-A. I will take $4 
million as a figure—I may be out a few hundred thousand one way or another. 
The department is allowed at the end of the year to have inventories of stores 
purchased by means of the revolving fund up to a total of $4 million, but 
not a cent more. 

Q. Either that, or cash totalling $4 million A. $4 million is the maximum 
they can ever charge to that account and therefore if, at the end of the year, 
they have an excess of stores, that would be written off as expenditure, 
charged through an appropriation of stores issued. For that reason they 
keep their purchases within the $4 million mark. That is a true revolving 
fund. 

The real purpose of the National Gallery account is to avoid an appropria- 
tion expiring on March 31, because it may have to accumulate money before 
it can make a purchase. But as I say I do not regard that fund as a true 
revolving fund. 

Q. To take this other fund—the 4 million—is there a vote originally, by 
parliament, to set up that fund?—-A. In the case of the Department of Trans- 
port stores there is an act of parliament, but more often they are set up by 
a vote in the estimates. 

Q. Is this $4 million we are talking about an actual charge in the 
estimates for the year in which the fund was instituted?—A. No sir. It will 
be enacted when the Department of Transport can set up a stores account. 
And for the purpose of that account the Minister of Finance may provide 
from time to time a sum not exceeding $4 million. It is really an advance not 
an expenditure. The expenditure is when stores are sold out of that account 
through an appropriation. 

Q. Is that the same form as the R.C.M.P. account?—A. In principle they 
are of the same type. The R.C.M.P. account is set up by a vote in the 
‘estimates and controlled by the Financial Administration Act. 

Q. All right. The sum of $1 million in the R.C.M.P. account is actually 
the amount in the estimates in one year?—A. Yes sir. 

Q. I see that they have to pay for supplies and so on. There is no income 
accruing to the R.C.M.P. at all?—-A. Every time a section of the R.C.M.P., 
let us say, buys something from this fund the vote is charged with the amount 
of that purchase and the amount credited to the fund. 

Q. The vote is charged?—-A. Oh yes. Take the R.C.M.P. fund you have 
been referring to. If you look at page 93 of the public accounts you will 
see under schedule “B”’ it stands at $202,000 at the end of the year. 


114 STANDING COMMITTEE 


Q. Yes. It stands at $798,000?—A. No sir. That was the amount in the © 
way of inventories at that time. ) a 

Q. Their actual money going into a separate fund and the minister only a 
paying it out when they buy the inventory?—A. Yes sir, and the minister a 
cannot advance any more than $1 million. a 

Q@. He cannot advance more than $1 million at any time?—A. Not at any ‘ 
one time. 

The CHAIRMAN: If there are no more questions, that completes the 
examination of the report of the Auditor General. I am sure, gentlemen, 
I shall be expressing the sincere opinion of the whole committee in thanking 
Mr. Sellar for the very interesting information and explanations that he has 
given us. } 

The WITNESS: I thank you, Mr. Chairman. I would just like to add one 
word. You may think that in my answers to your questions I was, sometimes, 
watering down my views. I still hold the views that I set out in my report, 
but I have always kept in mind that there are two sides to any question and 
that members of the committee are entitled to hear both sides. We in the 
Audit Office just want good government. 

The CHAIRMAN: We appreciate that, Mr. Sellar. Thank you. 


The committee will adjourn to the call of the chair after Easter. 
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MINUTES OF PROCEEDINGS 


-Tuespay, April 17, 1956. 
(7) 
The Standing Committee on Public Accounts met this day at eleven o’clock. 
The Chairman, Mr. Charles A. Cannon, presided. 


Members present: Messrs. Cameron (High Park), Cavers, Cloutier, Hamil- 
ton (Notre-Dame-de-Grdce), Harkness, Holowach, Laflamme, Leduc (Jacques- 
Cartier-Lasalle), McGregor, McLeod, McWilliam, Ménard, Mitchell (London), 
Mitchell (Sudbury), Pommer, Poulin, Proudfoot, Regier, and Schneider.—(20) 


In attendance: Mr. K. W. Taylor, Deputy Minister, Mr. H. R. Balls, Director 
of Financial Administration and Accounting Policy, Department of Finance. 


The Chairman welcomed Mr. Buchanan who has replaced Mr. Balcom on 
the Committee. 


The Chairman then referred to the decease on March 31st of one of the 
members of the Committee in the person of Mr. J. W. Noseworthy, member for 
Toronto (York South). 


On motion of Mr. Cameron (High Park), seconded by Mr. Harkness, 


Resolved,—That an expression of sympathy be forwarded to the members 
of Mr. Noseworthy’s immediate family. 


The Committee resumed consideration of the Auditor General’s Report on 
Public Accounts (1955), more particularly paragraphs 4, 5, 8, 9, 10, 58(c), and 
69 thereof, which had been referred to the Department of Finance. 


Mr. K. W. Taylor, Deputy Minister of Finance, was called and questioned. 


He was assisted .by ‘Mr. H. R. Balls. 


At 12.40 o’clock, Mr. Taylor’s examination still continuing, the Committee 


-adjourned until Thursday, April 19 at eleven o’clock. 


THuRSDAY, April 19, 1956. 
(8) 
The Standing Committee on Public Accounts met this day at eleven o’clock. 
Mr. Charles A. Cannon, Chairman, presided. 


Members present:. Messrs. Applewhaite, Ashbourne, Boisvert, Breton, 
Buchanan, Cavers, Fulton, Harkness, Henderson, Hollingworth, Laflamme, Leduc 
(Jacques-Cartier-Lasalle), McGregor, McLeod, McWilliam, Ménard, Mitchell 
(Sudbury), Poulin, Power (St. John’s West), Hon. Mr. Rowe, Schneider, 


Weaver, and Zaplitny.— (24) 


Also present: Mr. W. Benidickson, Parliamentary Assistant to the Minister 
of Finance. 


In attendance: Mr. K. W. Taylor, Deputy Minister, Mr. H. R. Balls, Director 
of Financial Administration and Accounting Policy, Department of Finance. 
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The Committee continued its study of the Auditor General’s Report on 4 
Public Accounts (1955), in particular paragraphs 95 and 96 thereof. 


Mr. K. W. Taylor was called and questioned. He was assisted by Mr. H. R. 4 
Balls who answered specific questions referred to him. ‘ 


Mr. Taylor’s examination was concluded and he was retired. 


The Chairman asked the members of the Sub-committee on Agenda and 
Procedure to kindly remain for a scheduled meeting immediately following 
adjournment. 


At 12.15 o’clock, the Committee adjourned to the call of the Chair. 


Antonio Plouffe, 
Assistant Chief Clerk of Committees. 


CORRIGENDUM | 5 


In Minutes of Proceedings and Evidence, No. 4, page 111, the following 
headings should appear at the top of the table showing. Crown Comer 
holdings of cash and securities: 


CASH—SECURITIES—TOTAL 


EVIDENCE 


APRIL 17, 1956. 


The CHAIRMAN: Gentlemen, we have a quorum. Since our last meeting 
we have had to deplore the loss of our colleague and member of the public 
accounts committee, Mr. Noseworthy. He was a valuable and hard working 
member of the committee and we shall certainly miss him in our deliberations. 

Might I have a motion for a resolution of sympathy to be sent to his 
family? Mr. Cameron, will you move that? 


Mr. Cameron (High Park): Yes, I am very glad to. 
Mr. HARKNESS: I will second it. 

The CHAIRMAN: Seconded by Mr. Harkness. 

Motion agreed to. 


The CHAIRMAN: Mr. Balcom, who is absent, has been replaced by Mr. 
Buchanan on the committee. We welcome Mr. Buchanan and look forward 
to working with him here. 


We have with us this morning, gentlemen, Mr. K. W. Taylor, the Deputy 
‘Minister of Finance, and Mr. Balls, the director of the financial administration 
and accounting policy division of the Department of Finance. 


As you will recall, while we were hearing Mr. Sellar the Auditor General, 
when answering several of the questions, he suggested that we had better 
ask them of the Deputy Minister of Finance. - 


Mr. Taylor and his assistant are here this morning for the purpose of 
giving these answers. 


Mr. Taylor, on page 14 of the official report of the proceedings of this 
committee we find a question by Mr. Hamilton concerning paragraph 4 of 
Mr. Sellar’s report. Mr. Hamilton’s question specifically deals with the $3-2 
million which are listed as miscellaneous income. Have you any answer to 
give us on that, Mr. Taylor. 

Mr. K. W. Taylor, Deputy Minister of Finance, called: 

The WitNnEss: Yes, Mr. Chairman. In any tabulation there will almost 
inevitably be a miscellaneous category. On page 25 of Public Accounts, to 
which Mr. Sellar referred there are listed $3:2 million of miscellaneous non-tax 
revenues. Later, on page 85, that same $3-2 million is broken down by 
departments. 

I have still further detail on those departmental totals which are scattered 
through various pages in Part II of the Public Accounts. For example, taking 
the first item on page 85, there is roughly $49,000 of miscellaneous in the 
Department of Agriculture. The detail of that is on page A-49 of the Public 
Accounts; and it shows that the bulk of that is made up of miscellaneous fines 
and forfeitures, about $3,000, refund of gasoline tax, $17,000, a small excess 
of revenue over expenditure in operating a boarding house at the Swift Current 
experimental farm, $8,000 and so on. 


Details for each department are available at some place in the latter part 
of the accounts. 


I just mention the larger items; that is those over $100,000. For example 
in the Department of Finance there is $207,000 of unclaimed bank balances 
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it is 10 years, unclaimed balances are transferred to the Bank of Canada from. f 
chartered banks, and after another period of years, if they are still unclaimed, a 


they are transferred to the Receiver General. 

Then, there is nearly $1,400,000 in national revenue. Almost all OF that 
is customs and excise seizures, ines. forfeitures, and recovery of law costs. 

In trade and commerce there is $234,000 received from the Export Credits — 


Insurance Corporation in regard to export credits which are handled under 4 


section 21 of the act. That is where the government guarantees the account. 


Through all these miscellaneous items, fines, forfeitures, and seizures add up a 
to a substantial amount. And as I said before, the refund of provincial gasoline — 


taxes used in government vehicles, and that sort of thing. 
The CHAIRMAN: Are there any further questions? 


Mr. Hamitton (Notre-Dame-de-Grdce): Have you broken down the — 4 


$439,000 of National Defence, Mr. Taylor? 


The WITNESS: Yes, sir. N-82 is the page number. $312,000 of special Pe 4 


pension contributions made under Parts 1 to 4 of the Defence Services Pension — 4 


Act. That is on page N-82 of the big volume. 
Payment for damages to barrack, camp and hospital equipment, $17,500. 
Mr. HarKNESS: This would be recovered from soldiers for breakages? 


' The WITNESS: I presume so, yes. 
The purchase of discharge, $8, 000. 


The pension contributions under these different parts of Defence Services i 4 


Pension Act, $312,000. 
Premiums on foreign exchange transactions, $36,000. 


And sundries, $58,000 which I cannot break down further, but wehic can ae 


be obtained from the detailed books of account. 


By Mr. Hamilton (Notre-Dame-de-Grace): 


Q. In other words, while the consolidated statement lumps these amounts, if | ff 


you dig, in sufficient detail, into the accounts of the government departments, 
you will normally find them there?—-A. Yes. At the end of:each of these 


alphabetically numbered sections of departments, at the end of revenue you e 


will always find the detail of the miscellaneous revenue. 
Mr. HAMILTON (Notre-Dame-de-Grdce): Thank you. 


The CHAIRMAN: The next item is on ‘page 21 of the printed minutes of the 
proceedings, and concerns paragraph 8 of Mr. Sellar’s report. 


Mr. Lepuc (Jaques-Cartier-Lasalle): What page? 
The CHAIRMAN: Page 21 of the printed minutes of the proceedings. 


Paragraph 8 of Mr. Sellar’s report is concerned with the setting up of a ¥ 


reserve. 
Can we hear you on that, Mr. Taylor? 
The WITNESS: Yes, Mr. Chairman. 
This is a general reserve for possible losses on the ultimate realization of 


active assets. It is not a reserve for bad debts in the sense that the department, Sd 
or the minister, have gone through all the amounts owing to the government La 
and made a list of those that are of doubtful value, or unlikely to be collected. _ 
In other words, it is not a reserve for bad debts, against accounts receivable. 


It is more analogous to the general reserve which corporations frequently set up, 
general reserve against fluctuations in value of inventory, or general reserves — 
against possible future fluctuations in the value of investment holdings, and — 
that sort of thing. 


Among our active assets, you realize, we have a great many loans to national __ 
and provincial governments. We have loans to other organizations, advances _ 
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to crown companies and so on. The amount that will ultimately be realized 
may depend upon a great variety of circumstances. Some of these debts are 
from time to time subject to negotiation. 

We do transfer in any given year to the list of inactive assets those debts 
that are not being serviced by the debtor. You will see, for example, we have 
transferred the loans to the three governments which, at the present time, are 
not paying the interest or principal. That is, the moneys we had loaned to 
Greece, Rumania and China have been transferred to the inactive account. 
That does not mean, of course, that they have been written off, or that we 

regard them as bad debts. 
: The Greek government has not paid any interest or principal on this, debt 
of some $6 millions odd since about 1930. The Rumanian government con- 
tinued to service its debt to us, with some interruptions, up until October, 1939, 
but we have had no payment from Rumania since then. In other words, there are 
in the government’s list of assets a number of accounts where we are not sure 
that we will collect in full. 

The Minister of Finance has a duty under legislation to give as true and 
accurate a picture of the government’s assets as possible, and in the last 10 years 
it has become the practice to set up from time to time certain reserves which 
are not against particular assets, but are against the whole corpus of the 
government’s assets. 

I think Mr. Sellar covered pretty well the history of the build-up of this 
reserve. . 

It was started in 1940, and over a period of 15 years $675,000,000 has been 
credited to this reserve for possible losses on the ultimate realization of assets. 
In the same period of years there has been charged some $178,000,000, always, 
of course, with parliamentary authorization—to this reserve, leaving a balance 
now in the reserve of $496,000,000. 


By Mr. Harkness: 

Q. At what point, Mr. Taylor, would this $178,000,000 be charged against 
this reserve?—A. For instance, in 1946-1947 parliament authorized the writing 
off of certain advances made during the war to various defence plants totalling 
$21,000,0000. Some of these were crown companies; I think they were all 
defence plants; in some cases they were disposed of for less than the investment 
which we put into them; in some cases they were crown companies which were 
wound up, and the net loss was written off in this way. 

In 1947-1948 there was a general settlement with the four western prov- 
inces covering their treasury bill indebtedness which was built up during the 
difficult years of the 1930’s, and a total sum of $55 million was written off as 
follows: $54 million to Manitoba; $36 million to Saskatchewan; $51 million 
to Alberta; and $84 million to British Columbia, making a total of $55 million 
written off for indebtedness which was then cancelled. 

The only other major item was in 1953-1954 when parliament directed that 
the deficit in the old age security fund.should in that year be charged to this 
reserve against the active assets, to a matter of $99 million. But since that 
time as you know, the deficit in the old age security fund has been taken into 
the expenditures in each succeeding year. 

Q. Is there any. definite basis upon which the amount of this fund, or the 
amount which it put into this fund is used to determine what the amount 
‘should be?—-A. There is no mathematical formula. In the first seven years 
we put in $25 million a year; and after the war when we were making very 
large advances for a considerable variety of purposes to foreign governments, 
the amount was stepped up to $75 million a year for the next six years. Then, 


122 STANDING COMMITTEE 


in 1953-1954, a further $50 million was added, making a total of $675 million. 


The appropriate amount is a matter of judgment. 
I think the ministers—there have been three ministers involved, the Hon. 


Mr. Ilsley, the Hon. Mr, Abbott, and the Hon. Mr. Harris, have set up what 


in their general judgment, has been an appropriate figure. The total amount 
now runs just under 7 per cent of our active assets, and that is felt to be an 
adequate reserve. All these things are completely incommensurable. Just after 
the war it was a matter of judgment as to how many of the European govern- 
ments would get back on their feet and be able to service these loans. Actually 
all of them have. You will recall that for a couple of years Czechoslovakia was 


in default on the loan we made them, but after two years they resumed servic- © 


ing and are now up to date again in the payment of interest and principal on 
these loans. . 

Q. This seems to be a fund in which money is put more or less when there 
is a surplus and if there is no surplus then nothing is put in.—A. Actually 
from 1941 to 1946 inclusive—when we had a deficit there were six years when 
we put in a total of $150 million. 

Q. On the other hand $25 million a year was being put in.—A. Yes. 

Q. That was being put in, in the anticipation that there would be losses, 
and this was set up to cover them.—A. Yes. 

Q. And since that period it has worked much on that basis?—A. It was 
stepped up to $75 million at a time when we were making very large advances 
to various foreign governments. 

Q@. Then, on the other hand the fund has been used to cover deficits on 
things like the old age pensions. Is that a proper use, do you think of a fund, 
or a proper use to make of a fund of this kind?—-A. The old age deficit, under 
the statute, was covered by a loan from the Minister of Finance to the old age 
security fund; and in the first two years there was some uncertainty as to the 
way in which the fund would work out. : 

A deficit of some $994 million was accumulated. The Minister of Finance 
in his budget speech of that year announced that in the future he would recom- 
mend to parliament each year that the deficit for the year would be charged 
to the expenditures for the succeeding year. In the meantime he thought it 
appropriate to recommend to parliament that the accumulated deficit be written 
off. From a bookkeeping point of view it did not make very much difference 
whether it was charged to expenditures in that year or whether it was written 
off against the reserve against active assets. 

Q. The general effect of these reserves is to put the Minister of Finance 
in a‘position where he can take a certain amount out of it, if he happens to be 
short for a particular purpose such as the old age pensions in one case, or on 
the other hand he can put money into it if he wishes to reduce what would 
otherwise look like an unwieldy surplus, too large a surplus.—A. He can only 


take money out by means of a formal act of parliament. It actually appears © 


in the supplementary estimates, and it appears in the appropriation act. The 
sums placed in the reserves have always been reported to parliament, but it 
does not require a formal act of parliament to increase the reserves; but they 
have always been referred to in the budget speech and have always appeared 
in the public accounts. The general policy has been to build up these reserves 
to a level which is a matter of judgement, and which seems to be not an unrea- 
sonable amount against a very varied list of assets. 


By the Chairman: 

Q. Is it not a fact that under section 63 of the Financial Administration Act 
(Chapter 116 R.S.C. 1952) the minister, subject to the regulations of the Treas- 
ury Board, may establish such reserves with respect to assets and liabilities as 
in his opinion are required to give a true and fair view of the financial position 
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of Canada?—A. Yes sir, that is in section 63 of the act. And the Minister of 
Finance would not be giving a true picture of our assets and liabilities if he 
had no reserves at all. Experience has shown that we have had losses on ulti- 
mate realization; for instance, the western treasury bills; and in the matter of 
the Greek-Roumanian loans, the amounts on our books now are not the same 
as the amounts originally loaned, because there were a number of compromises 
made in the 1920’s by way of settlement by means of negotiations between 
Canada and the Roumanian government. 


By Mr. Hamilton (Notre-Dame-de-Grace) : 


Q. In that connection has the department-ever made any attempt to assess 
its own expectancies of repayment of these outstanding loans and advances to 
foreign governments?——A. In one sense we expect to realize in full. On the 
other hand we can well expect that political and international conditions may 
arise which may make it impossible to collect. -In connection with the Rouma- 
nian loan, for example, we have had no communications with the Roumanian 
government for obvious reasons in the last fifteen years; and in connection 
with the Greek loan, we have had conversations within the last two years 
reminding the Greek government of their obligations which they admit. They 
do not deny their obligation, but the Greek government has informed us that 
they are not in a position to pay at this time. y 

In international and inter-governmental relationships the re-writing of a 
loan is sometimes a matter for political and economic negotiation, and this 
reserve is an attempt to indicate in a general way that we could have losses. 

The reserve is of some importance I might say, on those occasions when 
we have borrowed funds in New York. We have not borrowed funds in New 
York in any volume in recent years; but after the war we did place a number 
of loans in New York, and I think that the investment houses there would have 
expressed some concern at the carrying of all these items as assets with no 
reserves at all. 

Q@. You say it is about 7 per cent?—-A. Of our active assets. 

Q. Does that indicate the department’s expectation or the minister’s 
expectation that about 7 per cent of these assets across the board eventually 
will turn out to be non-collectable or poor?—A. No. It is purely a general 
reserve to give a conservative and prudent view of our assets. 

Q. Is this rather unusual feature defined in federal government account- 
ing? I do not mean Canadian government accounting, but generally federal 
government accounting?—-A. Perhaps Mr. Balls will answer your question. 

Mr. H. R. BALLS (Director of the Financial Administration and Accounting 
Policy Division, Department of Finance): Mr. Chairman, I think we could 
say that the whole concept of the government having a statement of assets 
and liabilities is rather unusual. Very few governments do publish as complete 
a statement of assets and liabilities as the government of Canada; but we have 
tried to show on our statement the assets and liabilities, our financial assets; 
and as Mr. Taylor has said, since 1940 we have had in association with the 
statement of those assets, a reserve making some provision for possible losses 
on those assets. 

Mr. Hami.tton (Notre-Dame-de-Grace): How long have we had a state- 
ment or almost a balance sheet of the government? 

Mr. H. R. Baus: I think there has been a statement of assets and liabilities 
since Confederation. But the statement in its present form dates essentially from > 
about 1920, when I think the idea of setting up a statement of gross liabilities 
which includes our unmatured debt,-our current or demand liabilities and 
the other liabilities we have in connection with insurance pension and 
guarantee accounts were shown offset by these assets which were in the form 
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of cash or which could be readily converted into cash. In other words, loans he 


and advances we could expect to realize on. 


By Mr. Hamilton (Notre-Dame-de-Grace): o 
Q. So the statement in its present form came into existence in 1920? 


Mr. TAyYLor: It was in Sir Henry Drayton’s budget. 
Q. This provision of reserves came along about twenty years later in 1940? 


Mir Hie Reta DLSe ny es: 


By Mr. Hamilton (Notre-Dame-de-Grace) : 


Q. For the information of the committee I was trying to make a calcula- | 


tion. Perhaps you could. help me with it. In the years in which we have 
deposited, how much was added to the reserves, for the overall deficit, and 
in the years in which we have had a surplus, how much was added? It seems 
to me roughly that there was around $100 million to $150 million added in 
the deficit years, and about $500 million in the surplus years. 


Mr. TAYLOR: That is correct. There was about $150 million added in the 
deficit years, and $525 million added in the surplus years. 


Q@. So while there might be some measure of difference of opinion as to 


why it was done, one could say that the surplus in most of the past ten years 


has been substantially reduced through the operations of that need for a 


credit—not a need for a credit, because obviously on the basis of operations 


so far there was no need for such credits; but that the surplus has been ~~ 


substantially reduced as a result of the government’s decision to make credits 
to this reserve.—A. Yes. In this case the Minister of Finance in each budget 
speech—and I think I have gone through all of them in the last couple of 


weeks—has always in his budget speech referred to the fact that he was. 


adding $25 million or $50 million or $75 million to the reserves against the 
active assets, and that of course has reduced the surplus or increased the 
deficit for the year by the amount so appropriated. 


By the Chairman: 


Q@. Mr. Taylor, is it not good financial practice for any organization, 
whether it be a private company or a government, to add more to reserves 
of this kind in good years than in bad years?—A. It is very common in finan- 
cial companies to set up reserves against possible fluctuations in the future 
value of their investment portfolio. That does not mean that they believe 
that their bonds are going to go down, but it is an attempt to prevent 
either a sudden increase or sudden decrease in the value of their whole 
portfolio distorting the profit and loss statement for that particular year. 


By Mr. Hamilton (Notre-Dame-de-Grace): 

@. To return to the Chairman’s observations and question for a moment: 
is it actually prudent practice, or sound business practice to have credits to 
reserves such as this fluctuate in relation to the financial picture in a good 
year? The Chairman indicated that he felt that it was sound business prac- 
tice. But speaking from my own perhaps limited experience in business 
accounting, it seems to me that the reserves and. credits thereto are expected 
to bear some relationship to something, and that ‘something’ is not the 
financial position of the company at a given year, but what its expectation 
is of bad debts and what it is going to have to-pay. 

The CHAIRMAN: Do you not think that the financial position of a com- 
pany in any given year is at least a factor to be taken into consideration in 
establishing these reserves? 


Mr. HAMILTON ( Notre-Dame-de-Grace): No, not in any corporation with ~ 


which I have been concerned. It has definitely not been the way. 


ne eT 
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The CHAIRMAN: We have had different experiences. 

- The WitTnEss: These are not reserves for bad debts. These are reserves 
against possible fluctuations in value. The government may not sustain an 
ultimate loss in our active assets. The amount of course has been in round 
figures. They are not the result of a complicated mathematical calculation. 
The $25 million was built up each year at the time when we advanced quite 
substantial sums to defence plants and crown corporations and we stepped 
it up specifically when we were making very large loans, well over $2 billion 
to various external governments such as the United Kingdom and a variety 
of European and Asiatic governments. But in recent years we have been 
making no such advances, or negligible advances, and when we got up to 
around the 7 or 8 per cent level, as a matter of judgment the minister took 
the view that it was no longer necessary to add to these reserves, and that 
we had adequate reserves here to give a reasonably true and accurate picture 
of the net position of the government’s assets and liabilities. 


By Mr. Harkness: 

Q. The fact that there is no definite basis on which funds are put into 
this account, and no really very definite basis on which they are taken out— 
they may be taken out for various reasons, losses by crown corporations, let 
us say, or of assets which are sold at less than cost or the old age pension, it 
would appear that funds might be taken from this account for any purpose. 
Therefore you have two great uncertainties in connection with it: first, the 
matter of how much is put in, and second, what it is taken out for; and as a. 
result it seems to me that the existence of this fund and the purpose of the 
way in which things are put into it, and in which things are paid out leaves 
you in a position that it is difficult to keep up a true picture of the financial 
position of the country. 

As Mr. Sellar when giving his evidence at page 22: 

(Mr. Sellar) We have to be fair to the Minister of Finance. He 
says: “I cannot disclose in print particulars of the assets which I regard 
as perhaps doubtful accounts.” He said that he cannot particularize 
and he has a point there. But I do think, inside this room or by 
letter, he should tell me how he calculates it so that when I am certi- 
fying the financial statement I do not need to automatically qualify as 
I am now. 


Then I went on to ask him: 
(By Mr. Harkness question) In other words if there were more 
information you could give a truer picture of what the contracts 
actually are?—-A. Yes, whether it is fair or not. 


In other words, the way in which this thing has been run has put the 
Auditor General in a position where he says that he just automatically qualifies 
it because he does not know what the situation is—A. We have had no such 
discussions in recent years with the Auditor General’s office on this account. 
I know I am right when I say it has not been raised formally with me since 
I became Deputy Minister. There were discussions between Mr. Sellar and 
Dr. Clark back in the war years and just after the war, and the views which 
Dr. Clark then expressed were those which I have expressed to the committee 
this morning, that this was a matter of judgment, an attempt to give a more 
accurate statement of the values of the government’s active assets. 

In reply to Mr. Hamilton’s earlier question, Mr. Balls who is our expert 
in accounting tells me that it is rather unusual for a company in a year in 
which it is making a loss to set up a general reserve against possible losses 
arising from fluctuations in the value of inventories or portfolio investments, | 
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but that it is not uncommon when a company has had a good year to establish _ 
a round figure of reserves against possible fluctuations in the value of its a 
portfolio. | 

In the case of bad debts, that is a matter where the accountants and officers © 
of the company go over the whole list of accounts receivable and make various ~ 
estimates of items which are of doubtful value. 


By Mr. Leduc (Jacques-Cartier-Lasalle) : 

Q@. Could this be called an appreciation reserve, appreciation of assets, to 
appreciate the probable losses, and you would make your recommendation to 
the Finance Department and the minister will state what amount he should 
put in his budget?—-A. If we had no reserves, and we finally came to an actual 
realization of loss of let us say $50 million or $75 million, or any other figure, 
then to show correctly our position we would have to charge that to that year’s 
accounts. That would not be quite accurate, because that loss might have 
been building up over the previous three, four, or ten years. A loss of that 
sort would be charged to this reserve rather than to an expenditure, and that 
would, I think give a more accurate picture of the financial operations and 
position of the government. 

Mr. Harkness: I agree there should be a reserve. What I tried to get at 
originally was, on what basis the reserve was calculated, and there does not 
seem to be any definite basis. I wonder whether the Department of Finance — 
privately has a base point and makes some sort of calculation as to how many 
of the various debts they are likely to be unable to collect, what amount of loss 
there is likely to be in crown companies, and what amount of loss there may ~ 
be in certain other ways? 

The Witness: No, I do not think so. I have to go back beyond my own 
knowledge, because I joined the department only in 1947. At one time we 
had no reserve; then the reserve was built up in moderate amounts. As we 
extended our volume of active assets through our large post-war loans, we 
accelerated. the building up of those reserves, and when it reached a figure 
of around 7 or 8 per cent, I recall Dr. Clark taking the view that that was 
now probably an adequate reserve. It is a matter of judgment. : 

Mr. Lepuc (Jacques-Cartier-Lasalle): Are we in a better position to state : 
what would be the percentage than the finance minister, or the officials of 
the department? 

The WitNnEss: Far be it from me to pass\judgment on the members of this 
committee. 

Mr. HarKNEss: No, I do not think we are in any position at all to say what 
it should be. 


By Mr. Leduc (Jacques-Cartier-Lasalle) : 

Q. We will have to take your word for it.—A. I want to make it quite 
clear that every single move of this reserve account has been a matter of 
public record, a statement in the budget speech and a statement in the Public 
accounts. For charges against the reserve there have been formal appropriations ~ 
placed before parliament, and adopted in committee and passed. 

Q. You will know later on if the percentage is right?—A. Yes. 

Q. You cannot tell right offhand if the percentage is right?—A. No. 

Q. We will know later?—A. Take an extraordinary case; if the whole of 
western Europe was overrun from the east, we would have to write off more 
than $400 millions; but that is an event that we do not contemplate. 
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By Mr. Harkness: 


Q. What I think is rather peculiar about the account, is that it seems 
to be sort of a grab-bag against which you can write off anything. 

This old age pension deficit we have written off against this would not 
seem to me to be a very good general method of government financing.—A. It 
was carried as an active asset. 

Q. Why was it carried as an asset when it was a deficit?—-A. Because it 
- was—in accounting terms—something that was owed to the Minister of Finance 

by the old age pension fund. | 


Mr. CAMERON (High Park): And, perfectly proper to charge it against this 
reserve that had been set up. I have been listening for some time, and I think, 
on the record, that Mr. Harkness is putting in innuendos which are entirely 
unfair, that this is a sort of grab-bag. He has mentioned that this is something 
that the minister can play fast and loose with. 

The old age pension moneys have been paid by the Minister of Finance— 
was a debt owing to him. It was carried as an asset, and he decided that it 
was not an-asset that should be carried, and he wrote it off. Then, in future 
years he decided it would be paid out of cash revenues of the country. It 
meant, in that particular year that he wrote it off, that there was a greater 
surplus, probably, than there otherwise would have been, because if he had 
written it off as an expenditure the revenue would have been much less. 

I think it is rather an unfair innuendo, and I do not think Mr. Harkness 
really wants to put it on the record. 

I am asking him now to remove any innuendo of such kind, because I 
think it is entirely improper. 

Mr. HARKNESS: I see no innuendo in it at all.. What I am trying to do 
_is, get at what the reasons for this account are. 


Mr. CAMERON (High Park): Well, the innuendo is this— 
Mr. HARKNESS: And what it can be properly used for. 


Mr. CAMERON (High Park): You said on several occasions that this is 
something that can be taken in and out at the pleasure of the minister. It is 
nothing of the sort. 

You go into a business proposition, you invest a certain amount of money, 
and then as a businessman you sit down and say, “Well, a reasonable reserve 
against this amount of money is so much,” and you set it up, so that if you 
do happen to have a loss, or the value of your assets depreciates in the future 
years, then you can say, “We will take that from this reserve. We will not 
need to-show a terribly bad year. We will not need to show that because 
we have written this off as current expense”’. 

It is something that has been built up as the deputy minister, Dr. Taylor, 
has said, over the years, and should be charged. off in that way. I think it 
is perfectly proper, and I for one in expressing my own opinion resent the 
sort of atmosphere that you are creating about it. 


Mr. Harkness: I do not think I am creating any atmosphere about it. 
I think you are creating the atmosphere in your own mind in mentioning it. 


Mr. CAMERON (High Park): I am just taking your own words. 


Mr. HARKNESS: No, it seems to me that it puts the Public ‘Accounts in this 
position; if there happens to be a deficit in this particular case—it was in the 
old age pension amounts—if there happened to be a deficit in some other way, 
it might be through the Prairie Farm Assistance Act, or something like this, 
then the Minister of Finance, in order to balance his budget when he presents 
it can just take so much out of this fund and use it to cover what would 
otherwise be shown— 


The CHAIRMAN: That is an innuendo, Mr. Harkness. 


« 
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Mr. HARKNESS: —what would otherwise show in his budget as a deficit. 
The CHAIRMAN: Mr. Harkness, that is an innuendo and is not fair. 

Mr. HARKNESS: No, it is not an innuendo. 

The CHAIRMAN: You are making innuendos. | 

Mr. HARKNESS: It is a straight statement of fact. 


The CHAIRMAN: It has been explained by the deputy minister several 
times that the amount of this reserve is a matter of judgment. As Mr. Leduc 
outlined a few minutes ago, we cannot be sure that the amount that is set 
aside is exactly the right amount, but the future will inform us of that. It is 
the same as any reserve that is set up by any company. You cannot be sure 
that the amount you have set up is absolutely correct to the last cent. You 
use your own judgment; and the events will eventually show whether the 
judgment you used was good or not. I think that is the situation. 

Mr. HARKNESS: Well, it is a situation that appears to me to be such that 
it can be put in whenever, in the judgment of the Minister of Finance, he thinks 
it is desirable to put it in, and it can be taken out,, apparently, or used for 
almost any purpose. 


The WITNESS: May I comment on that? It can be used for any purpose 
which parliament directs. But, it would be a little peculiar, shall I say, for 
the minister to recommend to parliament that it be used for any purpose. 
Its use will be recommended when we experience an actual loss on something 
we are now carrying in our books as an active asset. 


The CHAIRMAN: That is what reserves are set up for, after all, are they 
not Mr. Taylor? 


The WITNESS: Yes. 


By Mr. Regier: 

Q. Mr. Chairman, I would like to ask Mr. Taylor, is the balance sheet 
ever subject to the survey of parliament? I mean, does parliament ever make 
any decision in regard to the balance sheet, or how it is made up, in any way, 
shape, or form? I thought that we dealt only with revenues and expenditures 
in the house?—-A. Well, sir, the government can make no loans and advances 
without authority from parliament, and the government cannot write off any 
debt owing to government without the authority of parliament. 

Q. I understand that.—A. The balance sheet is the report by the Minister 
of Finance on the financial status of the federal government. In that report 
he lists all the assets—he does not list them all, because, as you know we do 
not carry as an asset any of our federal buildings or public works. They are 
always written off as an expenditure at the time that it is incurred. That has 
always been .the case. We list the assets, and we list all the known liabilities 
that we have. 

In this case, the Minister of Binarice says, “Well, I have active assets of 
$7 or $8 billion. I cannot say any of them are bad. But, after all, there may 
be some losses, and we have set up this reserve against the active assets’’, 

Q. A few sessions ago there was a.good deal of publicity in the news- 
papers given to some things that were said in this committee. .As I understood 
it, the newspapers were completely in error, in that no actual expenditure is 
made for these reserves. It says here, right in section 8, ‘‘because no actual 


cash outlay takes place.” Therefore I feel that any hint, even, that a surplus © 


in the government, or a deficit in the government has any ve to do with the 
reserves, is completely misleading. 

Now, am I right in that construction? I understand Mr. Sellar to say that 
this was a bookkeeping figure used only in the striking of the balance sheet, 
and it had nothing whatever to do with the revenues or expenditures. There- 
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fore, a surplus or a deficit in a year’s operation has nothing whatsoever to do 
with this?—-A. That is correct, sir. There is no cash expenditure here. It 
is what Mr. Sellar described as a purely bookkeeping-entry. 
Q. It is merely an adding on to our liabilities. Call it arbitrary if you 
like. Is that not correct, an adding on to, when we make our balance sheet?— 
A. The amount we put in there is charged to expenditure in that year. Itisa 
charge to expenditure, and it increases our net liabilities by decreasing our 
net assets. 

Q. Where does that expenditure appear in our estimates?—A. It appears— 

@. As an item as such?—A. No, it does not appear in the estimates. It is 
a statutory charge under section 63(2) where the minister has power to set up 
such reserves as he thinks are desirable to reflect the true value of government 
assets. 


The CHAIRMAN: That is 63(2) of the Financial Administration Act? 


By Mr. Regier: 

@. Then there is actually an outlay authorized by parliament?—A. It is 
authorized by parliament in these general terms that the Minister of Finance 
is empowered, or directed to set up such reserves as he thinks are appropriate 
to reflect the true value of the government assets. 

@. Those newspapers were right in that there could be a reduction of the 
actual surplus?—-A. Oh, yes. If there had been no reserve set up at all for 
example, in 1954, when we showed a surplus of $46 millions on the year’s 
operations, after charging $50 million to this reserve, there would have been 
a surplus of $96 million in that year. There was no transfer of cash, it was 
just a bookkeeping entry. 

The CHAIRMAN: No actual expenditure of money, simply a transfer from 
one account to another? : 


The WITNESS: Yes. 


By Mr. McLeod: 


Q. Mr. Chairman, in connection with the statement of assets and liabilities, 
some of our assets, of course, are in crown companies; some of these companies 
have built up quite large cash reserves. At what point, or at what stage are 
these reserves going to be turned back to the government? Is there any regula- 
tion governing that?—A. Yes. 


The CHAIRMAN: That matter will be dealt with under another question that 
we have in reserve for Mr. Taylor a little further on. 
Now, do you want to ask a question? - 


By Mr. Mitchell (London): 


Q. I was going to ask the question, what is the history of this particular 
fund in so far as the crown corporations are concerned? We have been 
talking about international dealings, but we have not mentioned specifically 
the losses, if any, that have been paid out to cover crown corporation deficits. 
—A. If a crown company incurs a loss, such as the C.N.R. did a year ago, we 
actually pay out the deficit. That is an appropriation by parliament and has 
nothing to do with this amount at all. That is a current deficit of that year 
and it is paid to the C.N.R.—some $25 millions, I believe it was in round 
figures a year ago. What is charged to this account, or has been charged to 
this account are losses on investments we have made in crown companies when 
the companies were finally wound up, or when there was a reconstitution of the 
capital structure. 

In fact there have only been two crown companies as such in that 
category. There was Melbourne Merchandising, which was born during the 
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war. It wasa SORBOReHAnCE eet up to Gans raw ‘wool for aD ot purposes. "When ; 
it was finally wound up, there was a loss of about $700,000. The company | 
was dissolved, the charter was surrendered, and when we took over their | 
remaining assets, they were $700,000 short of the advances we had made ton 
them. As you know, we bought wool at world prices and we sold the wool to ‘ 
the manufacturers at prices consistent with the price ceiling. ~ P 
The other one was in 1947. At the end of the war, there was a reorganiza- . 
tion of the Polymer Corporation. In that reorganization, $1,043,000 was written — 
off the government investment in Polymer at that time. 5 Pi 
@. Those are the only two cases?—-A. They are the only two cases of crown om 
companies. a 
There were $20 millions written off from time to time on advances made 
to corporations for defence works, or defence capital expenditures which, at ~ 
the end of the war, were found to have a sale value of considerably less than ae 
the government put into them. There was about $22 million or $23 million a 
written off by act of parliament in 1946-1947-1948. 7 
Q. So, in other words, the only amounts dealt with by this fund, as far as ‘i 
either crown corporations are concerned, or these war plants, totalled approm- ~~ 
mately $25,000,000?—A. Yes. : 


By Mr. Holowach: 


@. There are one or two things that are not clear to my mind, and I ‘a 
would just like to get the picture straight. Ne 

Am I right in assuming that the allocation to reserves is simply a non-cash 
transaction; is that correct?—A. Yes, that is correct. a 

Q. Now, there does not appear to be any formula used in the building up is 
of these reserves, is that correct?—-A. There is no precise,, mathematical ~ 
formula. an 

Q. Now, during the year 1954-1955 Mr. Harris made no allocation to — 
reserves?—A. Correct. as 

Q. What explanation do you give for that? Is there any particular reason 
for that one particular year being without an allocation allotted to the reserves? 
—A. There was none that year, and there was none this year either. The ~— 
reason being that the reserves now are at roughly 7 per cent. They are | 
deemed to be adequate. “We have not increased our assets in this field. We 
have been making no significant loans or advances to either companies or | 
provincial governments, or foreign governments. Therefore, since the total 
is not going up, it does not seem necessary to provide a further reserve. 


By Mr. Regier: 


@. Is the consent of parliament necessary be write off any reserves against % 
assets which are considered to be obsolete?—-A. Oh, absolutely. Nothing can 
be written off our assets without the consent of parliament. al 

@. In other words, that money goes to parliament twice, is that right? ~ 
In the first place, when it is put into the reserve, and again when it is taken~ ~ 
out of the reserve?—-A. Yes. I do not want to be misleading. When it | 
goes into the reserve, there is no specific action of parliament. It is done by 
the minister under the general powers of the Financial Administration Act. 
When it comes out there has to be a specific vote, correct to the last dollar, 
as to the amount that is being taken out. 


By Mr. ‘Holowach: 


Q. On the basis of your explanation, I would gather that reserves ean ay 
be used to hide embarrassingly large surpluses, is that correct?—-A. Well, I 
have no right to resent anything here, Mr. Chairman, but the word “hide” _ F 
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is not correct, in the sense that the minister has always stated explicitly in 
his. budget speech the amount that he is proposing to appropriate to this 
general reserve, and it is specifically set out in the Publie Accounts for the 
year. 


Mr. HAMILTON (N otre-Dame-de-Grace): It would be correct, Mr. Chair- 
man, and perhaps the witness can confirm this, to say that use of credits to 
the reserve would automatically result in the reduction of a surplus? 


The CHAIRMAN: The witness already said that. 


By Mr. Hamilton (Notre-Dame-de-Grace): 
Q@. In any one given year?—A. Oh, yes. 
Q@. It is purely whether we like the word “hide” or not, which seems to 
be at issue. I can understand that that would be a point of issue. 


The CHAIRMAN: What did you say about the word ‘“‘hide’’? 


Mr. HamiILtton (Notre-Dame-de-Grace): I said it seemed to be purely 
the use of the word “hide” which is at issue here. I can quite easily under- 
stand why it would be an issue. 


The CHAIRMAN: I do not think it is an issue. I think it is an entirely 
improper word. As it has been explained by the deputy minister, everything 
is done aboveboard. The minister in his budget speech says exactly how 
much he is going to put into this reserve, and there is no hiding at all. There 
is no issue as to the word “hide’’, and it is wholly improper. 


Mr. HamiLtTon (Notre-Dame-de-Grace): I think it is a proper word, 
and that makes it an issue, Mr. Chairman. Perhaps we can just let it rest 
at that. 

Having said that, and looking at this reserve, as I see it, there are two 
factors to it which have caused some comment in the committee. The first 
is the rather indefinite way in which the amounts seem to be arrived at, to 
be credited to it. There is no formula, no set method.’ They bear no rela- 
tionship to anything which the witness has brought forward, to my know- 
~ ledge, in any one given year. They do seem, however, to bear some relation- 
ship to the current financial position of the government at the end of the 
given year. 

The second thing, and that is what I would. like to comment on and 
direct the witness to, Mr. ‘Chairman, is the use of the amounts in the re- 
serve. Now, Dr. Taylor has made the remark that they can be used against 
anything carried as an active asset. I think that was approximately the 
intent of your remarks? 


The CHAIRMAN: With the consent of parliament. 
The Witness: On the instruction of parliament. 


¢ 


Mr. Hamitton (Notre-Dame-de-Grdce): Oh yes, with the consent of ~ 
’ parliament they can be used against anything carried as an active asset. We 
have had much discussion about the losses to foreign governments and things 
like that, and I think myself, at least I would be prepared to admit, that that 
is quite a legitimate use of this reserve. But I would like to ask Dr. Taylor 
whether he feels it is equally legitimate to use this reserve against active 
assets which arise as a result of the miscalculation perhaps, on the part of 
the government in connection with activities of the government carried on 
here in Canada. And in that connection I refer, of course, specifically to the 
old age pension fund. Now, as I understand it, that pension fund was orig- 
inally set up to be self-liquidating. There was to bé a certain amount drawn 
from the people through income taxes. There was to be a certain amount 
paid into it year by year from the government. That was to cover the ex- 
penses of that particular pension fund. However, it did not quite work out 
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that way. There was an additional deficit to the fund. We are then faced 9 
with the miscalculation that turns up as an asset on the government’s bal- 
ance sheet. We then find that that asset is being reduced through the oper- a 
ation of this reserve fund. Would it not have been much more in practice a 
with normal procedures to have written off that amount as a direct charge and 
through the estimates, and as an expenditure in a particular year rather ae 
than utilizing this vote for the purpose? 


The CHAIRMAN: Just a second, Mr. Hamilton. That is a matter of govern- 4 
ment policy,.and I doubt that Dr. Taylor should be called upon to express © 
an opinion on that. That is government policy. mee 

“Mr. HARKNESS: Apparently it has been recognized that it is preferable to do 
it that way, because essentially that is what is now being done. 


The CHAIRMAN: As I say, as the result of government policy. ~ 


Mr. HARKNESS: So from that, it would seem also that writing it off against _ 
this fund was not a proper way to handle it. q 


The CHAIRMAN: I do not follow you at all when On say that. How do you’ @ 
come to that conclusion? ! 


Mr. HARKNESS: I come to the conclusion because the government began 
writing off this $90 million odd in the one case, then decided to change their 
method of handling the deficit of the old age pension account and put them ~~ 
into the estimates each year. 


The WITNESS: The old age pension came in in 1952, and the pensions, were 
paid in full as of January lst. The contributions to the old age pension fund, 
in some cases did not start until the following July. Over the first couple of 
years we were going through what you might call a formative stage in the 
operation of that old age security fund. i 

We were taking a 2 per cent sales tax, 2 per cent personal income tax, and % 
2 per cent of corporation profits. These fluctuate from year to year.. They — 
cannot be very accurate. After this fund had been going for two full years, 
at the end of 23 years the government had accumulated this deficit of $99 — 
million over the two-year period, and my recollection is, that the minister gave 
a good deal of time and space in his budget speech to the discussion of this 
problem. 


The CHAIRMAN: It was debated in the house as I well remember. 


The WITNESS: He ‘said he proposed to clean the slate as far as the back 
part was concerned by writing off this $99 million against the reserve against 
active assets. There was an appropriation introduced in parliament in that 
sense, and from that time on, for the last three years the deficit has been met 
by a direct charge to expenditure in each year. I should have explained that 
during the first year when we were paying the old age pension from January, 
February and March with no revenue to speak of, that was written off as an — 
expenditure in that year. 


By Mr. Harkness: 

@. Through an item in the estimates?—-A. Yes. 

Q@. And that is the way it is being done now?—A. Yes. 

The CHAIRMAN: Now, the next paragraph is paragraph 58(c) of the Audi- 
tor General’s report, and it is dealt with at page 92 of the printed minutes of — 
the proceedings. Now, I think you went into that before. It concerned the ~ 
Greek, the Roumanian and Nationalist China loans. Have you anything to add 
to what you have already said? ; 

The WITNESS: No, sir. I believe I anticipated this a little while ago by a 
explaining the situation of the Greek and Roumanian loans. The Chinese loan ~ 
has been in default for the last four years. The last payment by the Chinese — 
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government was in February, 1951 and since that time we have received no 
payment from the government of China. 

The CHAIRMAN: The next item concerns paragraph 69 of the Auditor Gen- 
- eral’s report, and is dealt with on page 95 of the printed minutes of proceedings 
of our committee. It concerns the munitions and stocks transferred to NATO 
countries, and the manner of dealing with them in the bookkeeping of the gov- 
ernment. Have you anything to say on that? 


The WITNESS: The committee will recall that at the time NATO was being 
organized, which very nearly coincided with the outbreak of hostilities in 
Korea, the government decided, and I recall a very lengthy debate in the 
house on the subject, to transfer material to western Europe from stocks of 
our existing supplies of military equipment. I think I am correct in saying 
that equipment for two complete divisions was physically shipped to Europe 
at that time. 

That raised some problems in accounting procedure, which was a matter 
of very considerable discussion, both on the technical level, and also in 
parliament. 

The procedure adopted was this: if we sent over $50,000,000 worth of 
equipment, guns, rifles, munitions, stores and that sort of thing to equip 
European divisions in Europe, that was taken out of the reserves or mobiliza- 
tion stocks of the Canadian army. They, of course, had to be replaced. They - 
could not be replaced at the same time, or even in the same fiscal year in 
which the guns and so on were physically shipped to Europe. At the same 
time, it was deemed to be an expenditure in that year. So what was done 
was this: the value of the equipment shipped was charged as an expenditure 
to national defence, and a the time of shipment, the national defence replace- 
ment account was credited with $50,000,000, which they could spend in due 
course, as they could get replacement supplies and replacement of war 
material. That has gone on for a number of years, and the physical goods 
shipped to Europe from existing stocks have been charged as an expenditure 
in that year. An equivalent amount has been put into the defence equipment 
replacement,account, and as the Department of National Defence replaced 
the physical equipment, the cost of the equipment was charged to the defence 
replacement account. That account grew to a fairly substantial figure—it got 

up to something like $300,000,000. I think I am right in saying that no new 
credits to that account are now being made, and the amount of that account 
will gradually go down as the replacement equipment is acquired. 


By Mr. Hamilton (Notre-Dame-de-Grace): 


@. Is the reason that no new charges have been made to it a change of 
policy, or merely that these shipments have been discontinued?—A. I will put 
it this way, I think I am right in saying that we are not shipping any more 
from old Canadian stock. Of course, we are still shipping equipment, in 
considerable volume, but it is largely new production which is directly 
charged to mutual aid funds. 

Q. So that assuming, if we commenced again to make shipments from 
Canadian stocks of a sizeable amount, the procedure would be reinstituted?— 
A. I would not like to say that, even. First of all, the question of fact may or 
may not arise. I think the Auditor General agrees with us that we do not 
particularly like this form of accounting as a permanent operation. I think 
it was eminently suitable at the time; we were doing a special job, and it was 
spread over several years. I am not an expert in the technical details of the 
-financing of mutual aid operations. All I can say is, we have charged very 
little in recent years, in the last year, and I Rndewsend that there are no new 
charges going through now. 
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Q. The net effect of this account would be, or has eae to give ate 7 
Department of National Defence amounts which they can spend’ at theirs: 
discretion in any one year, or in any year?—A. Yes. 7 

Q. Without necessarily going through the processes of parliamentary — 
control, is that right?—-A. No, the government may make expenditures for — 
replacement purposes without ranicen ie approval in oe precise amount, _ 
the amounts having been legally approved before. , 

Q. So we have an amount here of $332,000,000 at the year ending March — 
31, 1955, of which $274,000,000 is in respect of these shipments? —-As Yes: 


The CHAIRMAN: I think I should draw the attention of Dr. Taylor to the 
fact that when Mr. Sellar was giving his evidence, at page 97 of the printed 
minutes of proceedings, in answer to a question by Mr. Applewhaite, Mr. 
Sellar said “There is no money involved. This is all bookkeeping. The NATO 
country never pays anything. The government of Canada first of all debits its 
vote with an amount—let us say $1 million for munitions and credits the 
replacement account.” So there is actually no money involved. 


The WitNEss: No, that is true. This equipment is part of the Canadian 
contribution to the defence of western Europe. They are in a sense gifts. 
They are contributions; but when we supply equipment to European troops, 
to European defence forces, there is no money involved at that time, but the 
Department of National Defence has lost certain physical stocks which they 
have got to replace at some time. 


The CHAIRMAN: Could we stop there? 
The WITNESS: Yes. nae 


The CHAIRMAN: That money that the Department of National Defence 
spends eventually to replace this equipment is money voted by parliament? 


The WITNESS: Oh, yes. 


By Mr. Hamilton (Notre-Dame-de-Grace) : 


Q. Let us just back up and look at that again. Is it actually included in 
the parliamentary estimates of National Defence in that particular year?—A. 
It is charged in the year in which it is shipped. If there is $1,700, 000,000 for 
defence, of which a certain number of scores or hundreds of millions are for © 
mutual aid, it is charged against that mutual aid vote and it becomes, in’ 
accounting and law, an expenditure in that year. 

Q. Right.—A. An equivalent is put into the bookkeeping account for re- 
placement purposes at some subsequent time. 7 

Q@. At which time the money is actually spent, but is not included in the 
parliamentary estimates for that year, is that correct?—-A. Only in the current 
expenditures of that year. In other words, let us see if we cannot sum this up, 
because I think we have got two impressions here, one of which is quite dif- 
ferent from the other, through no fault of anybody. It is just that this is a © 
complicated matter. ; 

The decision is made to ship mutual aid to NATO countries in Europe in, 
shall we say, ““X” year. In that year the cost of that appears as an item in the 
estimates, or in the Public Accounts, for that particular year?—A. May I 
interrupt you Mr. Hamilton. There would be two kinds of shipments. If it 
was a shipment of new material just off the production line, it is a cash trans- 
action. . 

Q. Right.—A. We pay the manufacturer and we ship the goods to Europe 
to be used by the French, Greek or Turkish armies. That is a straight cash 
charge to mutual aid. - 

@. That has no direct bearing, we are not including that, because there 
is no direct bearing?—-A. If you ship goods from stocks which have been 
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~ a 
bought and paid for, and are part of national defence stocks, if you ship those 
to the Greeks, Turks, or Belgians, or Norwegians, those goods may have been 
purchased two or three years earlier. The amount then is charged as an ex- - 
penditure in this year, The credit is put into the defence replacement account, 
so that the next year, or the year after the army, navy or air force can replace 
_ that with present production bought and paid for at a later time. 

Q. That, actually is my point. In the year in which these goods are 
shipped from Canadian army supplies to Europe, it goes through the estimates, 
or through the public accounts as an item, and is set up as a reserve, aS we 
call it, for the purpose of the Department of National Defence?—A. Yes. 

Q. Now, that reserve goes on from year ‘to year, and shall we say in ‘“X” 
plus three years, three years after the shipment, it is conceivable that the 
Department of National Defence wishes to buy widgets—which is a term that 
might cover almost anything, and I use it for that purpose—they decide to buy 
widgets, they come in and purchase their widgets, and as I understand it pay 
for them out of this account which has been built up, and without the neces- 
sity of that expenditure being provided for in the estimates of that particu- 
lar year?—A. Yes. 

Q. That is correct?—A. It has to be approved by the treasury board, or 
the governor in council. 

Q. It has tu be approved by the treasury board or the governor in eodneie 
but you do reach the position—for example, at March 31, 1955 there was an 
amount of $274,000,000, and that can be spent by the Department of National 
Defence without any further approval by the parliament of Canada, subject 
only to the approval of the treasury board? 

The CHAIRMAN: Well, is that not like any amount that is voted by the 
parliament of Canada for equipment? For instance the Department of National ~ 
Defence determines what kind of equipment it is going to buy, and where 
it buys it. Is that not a°fact? 

The WITNESS: This has some analogy, or very close to it, of a non-lapsing 
vote. : 


By Mr. Hamilton (Notre-Dame-de-Grace) : 

Q. That is the point I was going to make. In a great majority of expen- 
ditures, which are voted by parliament, if thy are not expended within that 
year they lapse, you do not have them lying around for years afterwards. In 
.this particular case you have got the very substantial amount of $274,000,000 
that is lying around as long as the Department of National Defence wants to 
keep it lying around, and can be spent without any further authorization by 
parliament, whenever the Department of National Defence and the treasury 
board feels like spending it. You have extended the money that is passed ~ 
beyond the annual survey of the house, as I understand it?—A. It is sort of 
half way between a non-lapsing vote and a statutory item, and was, of course, 
covered in precise detail by the Defence Appropriation Act of 1950, which sets 
up the precise procedure to cover this. 

Q. What other non-iapsing votes have we got, Mr. Taylor?—A. The 
Federal District Commission has some, the national capital fund and the 
Colombo Plan fund is in a sense a non-lapsing vote. 

There is an appropriation for the purchase of pictures for the National 
Gallery which is a non-lapsing vote. 

@. Have we any idea of the total amount of these other non-lapsing votes 
as opposed to this one?—-A. Yes, there is a grand total of $58,000,000. The 
Colombo Plan has $25,000,000 a Hs 

Q. Right. 
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A. Since that is dealing with programs of irrigation, which may go- 
for years, the money is paid into the Colombo Plan fund. It is set up in . 
special account and does not lapse at the end of the year. That is by far th 
biggest one. 
The national capital plan vote is $2,500,000 a year. They now have at the yf 
moment $4,200,000 unexpended. That is, $51,000,000 Colombo Plan and sy 
$4,000,000 ational capital fund. ns 
Then there is a fairly important one, the railway grade crossing fund which — 
is a non-lapsing vote. The money is prantterred to the fund and they spend — 
it as the occasion arises. There would be $2,750,000 in that at the end of the year, a 
the year we are talking about. The details, if I may point out are at page 102 
of the Public Accounts. Pac 
Q. Would there be any merit in suggesting that such non-lapsing votes, 
and I include the others as well as this in that, should in some way come for 
the review of parliament?—-A. Well, Mr. Chairman, they are presented for 
the review of parliament, whether parliament wishes to review them or not, a 
because they are always set up in great detail in the Public Accounts which © 
are tabled there. I realize that Public Accounts is a very thick volume. ee. 
I would like to, if I may, pay a tribute to Mr. Balls, who has done a fine } 
job in the last ay years in improving the set-up, particularly this smaller — 
Part I which we print separately, where, in 80 or 100 pages he gives the gist 
and the highlights of the Public Recounts: om 
If you want the precise details you will have to go through the remaining | a 
two or three inches and find it there. But, it is all there, and all tabled in is 
parliament. To what extent parliament actively takes cognizance of these figures, a 
I do not know. - 
The CHAIRMAN: It is there to be examined by any member of parliament _ 
who wants to do so. sta 
Now, the next item we have, Mr. Taylor, concerns crown corporations, Be 
paragraphs 95 and 96 of Mr. Sellar’s report. ; 
It is getting late, and we probably will not be able to finish today. We 7 
might adjourn until— 3 
The WITNESS: Tomorrow would te very inconvenient for me, but I am frou 
on Thursday. I am before the committee and I will eee. their request, but : 
tomorrow would be awkward. me 


The CHAIRMAN: Thursday morning, I think would aid the committee. 
Mr. McWILuLIAM: I move we adjourn to Thursday morning. 

The CHAIRMAN: 10.30 Thursday morning. 

Mr. HotowacH: What time again? ae 
The CHAIRMAN: 10.30 on Thursday morning, if that suits the committee. €2 
Before we leave this morning we had to wait some time before we had a 


quorum. I think it might be advisable to have a motion to reduce our quorum — ; 
from 15 to 10. 4 


Mr. MrtrcHeLtut (London): Would it not be better, Mr. Chairman, to find ao 
time that did not conflict with some of the other committees that are sitting aa 
At this moment you have got Agriculture and Colonization, and you have got 
Banking and Commerce, and I know there are many members of this committee | 
who are on the Banking and Commerce Committee. 


The CHAIRMAN: On Thursday morning there is a meeting of the Standingil 
Orders committee at 10 o’clock, the Federal District Commission, and the 4 
Agriculture and Colonization. ie? 

Mr. PoMMeER: What time is that? 


The CHAIRMAN: Standing Orders is at 10 and the others at 11 o’clock. I a 
think if we meet at 10.30 we can probably get through in a relatively short time. > 
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Mr. MITCHELL (London): Well, the one that does conflict is the Banking 
and Commerce committee. 

The CHAIRMAN: Banking and Commerce is not sitting on Thursday. 

Mr. POMMER: Agriculture and Colonization is not sitting Thursday either. 
It has been cancelled. 

The CHAIRMAN: Well, let us set the time then at 11 o’clock on Thursday 
morning. 

Agreed? 


Can I have a motion-to reduce the quorum? 

Mr. CAMERON (High Park): Sir, I will make the motion to reduce it. 

Mr. LAFLAMME: I will second it. 

The Cuarrman: All those in favour? 

Mr. MITCHELL (London): Mr. Chairman, before you put that motion, 
how many members are there on this committee? 

The CHAIRMAN: Fifty. 

Mr. MITCHELL (London): I cannot see how you expect to do any business 
with a quorum of 10. 

The CHAIRMAN: Well, it has been the custom to reduce the quorum to ten. 
I did not do it at the beginning because I thought we could get along with 15, 
but this morning we had to wait 20 minutes before we started. Now, if the 
opposition is opposed to it, I have no objection, because, after all, they asked 
for this committee to meet, and if we cannot meet with a quorum of 15— 

Mr. MitcHELL (London): I think the difficulty, Mr. Chairman, arises out 
of the conflict in the times of the various committee meetings. 

The CHairnMaN: Yes, but if we wait until nobody else is sitting we will 
never sit. 

Mr. Hamitton (Notre-Dame-de-Grdce): 15 is less than a third of the 
membership. 

The CHAIRMAN: Well, in view of the remarks made by the members of the 
opposition, I will not put the motion to a vote. We will see whether we 
ean get along with a quorum of 15. 


APRIL, 19, 1956 
The CHAIRMAN: Order. : | 5 
When the committee rose at its last sitting we had reached paragraph 95 
of the Auditor General’s report which deals with insurance. 


Have you any remarks to make on that subject, Mr. Taylor? 


Mr. K. W. Taylor, Deputy Minister of Finance, called: 

The WITNESS: Yes sir. 

The Auditor’s report refers to the fact that there is no uniform practice 
among crown corporations in inet, matter of insurance. That, of course is 
correct. 

_ The CHAIRMAN: For the information of the committee, Mr. Sellar’s remarks 
are at page 98 of the printed minutes of the proceedings. 

Hon. Mr. Rowe: What paragraph? 

The CHAIRMAN: At page 98 of the printed minutes of the proceedings 
appear his remarks on paragraph 95. 

The WITNESS: These crown corporations vary considerably in the nature 
of their operations and the nature of their assets, and the policy in respect 

to insurance is a matter of business judgment on the part of the directors of 
these corporations. For example, you have a corporation like the Central 
Mortgage and Housing which owns property in almost every city in Canada. 
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It does not carry commercial insurance. It is a self-insurer. It has its own ~ 


insurance fund which is adjusted annually. 


At the other extreme you have a corporation like Polymer which has many a 


tens of millions of dollars of investment all within a square mile or so just 


inside the city of Sarnia. There you have a risk that is highly concentrated. a 


Polymer does carry commercial insurance. © 


So, the directors of each corporation use their own best judgment as to a 


whether it is desirable to self-insure, or to carry commercial insurance. Some- 
times there is a mixture of the two. Trans-Canada Air Lines, for example 
is a self-insurer in respect of what you might call the more ordinary risks, 
but it does carry commercial insurance for what is called catastrophic losses. 


The CHAIRMAN: Are there any questions on that paragraph? 


By Mr. Fulton: 


Q. The Auditor General asked, or, at least suggested that we might want 
to give consideration, as I understand it, to the suggestion in his report that 
there might be a uniform practice. Mr. Taylor, would it be, in your opinion, 
either desirable, or feasible to institute a uniform practice in this regard?— 


A. I suggest, Mr. Fulton, with due respect that it is probably not desirable to a 


have a uniform policy, because you have not got uniform conditions. 

I think you will find, in private business, that large corporations that 
operate fleets of motor vehicles scattered across the country, not uncommonly 
are self-insurers on the automobile risk. Others follow the policy of carrying 
commercial insurance. 

It was at one time a director of Central Mortgage and Housing Gorporanane 
and this matter was discussed at least once a year by the board of directors. 
It was pretty obvious to us that it would have been more expensive to the 
corporation to carry commercial insurance on its thousands of properties 
scattered right from coast to coast. We did not have any large volume of 
property within a concentrated area which involved a conflagration risk. We 


used to spend, in Central Mortgage and Housing, a fair amount of money on_ 
fire prevention and safety inspections, and on the record, the Central Mortgage - 


and Housing, up to the present time, has been having extremely small losses. 
@. Whose responsibility is it in the department to which these crown 
corporations report—or, perhaps I should phrase my question somewhat dif- 


“ferently. Is the responsibility of deciding as to whether insurance will be ~ 


carried entirely with the board of directors of these crown corporations, or is 
there any residue of responsibility on the part of the ministers of the depart- 
ments to which those corporations report, for example, in this question of 
insurance? What I am trying to get at is, where does the responsibility rest, 
and how can this committee, or. parliament be certain that there is some 


supervision of the problem?—-A. The responsibility rests, in the first instance, — 


with the board of directors of each individual corporation. These crown 
companies report to a number of different ministers, certain of them to the 
Minister of Trade and Commerce, others to the Minister of Transport, the 
Minister of Public Works and so on. The minister to whom they report has 
a responsibility to parliament for the proper and sensible management of the 
corporation. 

I would suppose that the minister, certainly, has a right to refer this 
matter back to the board of directors and ask them to reconsider it, if he 
thinks, in his judgment, that the policy they are following is of doubtful 
wisdom. 

Hon. Mr. Rowe: You say it might not be desirable to have a more uniform 
practice. The basis of insurance being on the risks involved, for instance, 


there are certain types of insurance that cost a lot more than others; is that ws 
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not the principle of insurance, as such? I mean, I cannot see how it cannot be 
. advisable to have a more uniform policy of insurance through the govern- 
_ ment, carry their own risks, generally from insuring with—I mean, I cannot. 
ssee how the principles of insurance, how you apply it to one part of your 
property and not to another, spread over the whole list of crown companies. 

The CHAIRMAN: I think Mr. Taylor explained that to a certain cients 
but if you like he can go over it in more detail. 


The WITNESS: Members of the committee will recall: about two or three 
years ago the government introducing the fire losses replacement account, 
by legislation in the house, to get a better system of reporting fire losses on 
government property per se. I think we did discuss this matter with all 
the crown companies, and invited them to express views. We found it would 
be very difficult for us from a treasury point of view to establish rates of 
insurance on the great~ varieties of property. If we had a flat rate, the 
directors of corporations that had high risks would probably come in, and 
those that had low risks might stay out. 


By Hon. Mr. Rowe: 


Q. Pardon me, maybe I am misunderstanding you, but you mean for the 
government to take the risk?—A. Yes. 

Q. It would be the government that would be insuring the crown cor- 
porations on that basis?—-A. Yes. We raised the question whether they would 
like to carry their insurance with the government. It raises the problem 
of the valuation of the property of some of the highly technical operations 
such as Chalk River and Polymer. 

I have not got an up-to-date list here, but I have one that we prepared, 
two years ago, of all the crown companies, as to how they handle their insur- 
ance; generally speaking, those corporations that have a great variety of 
property scattered over a wide territory in many provinces, are self-insurers. 
The others that have all their property in one location, all their eggs in one 
basket, generally speaking carry commercial insurance. 


By Mr. Weaver: 


@. Mr. Chairman, as I read this report of the Auditor General, he did 
not recommend a general coverage. It is only, as Mr. Taylor says, where a 
crown company is concentrated in a particular area, and where with respect 
‘to its financial position it might be seriously impaired by a local catastrophe? 
—A. Yes. 

Q. That is what you are saying?—A. Yes. 


By Mr. Harkness: 


Q@. It was pointed out by Mr. Sellar that that does not apply in some 
cases. One of the largest of the crown corporations is the example he gave, 
Canadian Arsenals, which has machinery and equipment and so forth to the 
‘total of about $60 million at more or less the one place, and it is not insured. 
—A. In the case of Canadian Arsenals, sir, the property does not belong to 
Canadian Arsenals; it belongs to Her Majesty; it belongs to the government 
of Canada, and they, only, use it. So, if there was a fire loss in Canadian 
_Arsenals, a machinery and equipment loss, it would be a burden on the 

government of Canada, and not on Canadian Arsenals. . 


The CHAIRMAN: And the policy of the government, if I understand it 
correctly, is not to insure? 


The WITNESS: The government of Canada does not insure its own property. 
Hon. Mr. Rowe: It does not insure it? 
The WITNESS: It cloes not insure its own property. . - 
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The CHAIRMAN: Mr. Taylor, paragraph 96 of the Auditor General’s report 


deals with the surplus of cash and securities that are held by the different 
crown corporations. He quotes from section 81 of the Financial Administra- 
tion Act, and made certain remarks when he was before the committee, — 


which will be found at page 111 of the printed report of proceedings. ° 
Have you any remarks on that subject, Mr. Taylor? 


The WITNESS: The Department of Finance keeps in close touch with the 


crown companies in relation to their cash position. Section 81 of the Financial 


Administration Act which was quoted by the Auditor General, deals with ~ 


two separate aspects. The first, subsection (2), provides that a crown com- 
pany may, in a sense, use the consolidated revenue fund as a banking account. 
It may deposit its money with the Receiver General, and that money may be 
withdrawn when the corporation requires it. 

Some of the corporations make use of that device when they have funds 
advanced by parliament, and they do not need the money right away. They 
leave it on deposit with us until such time as they require it. 

Subsection (3) provides that the Minister of Finance, and the appropriate 
minister—that is the minister to which the corporation reports—may, if they 
think the corporation is maintaining excessive cash balances, direct the corpora- 
tion to pay over part of the cash balances to the Receiver General, in a sense 


forcing the declaration of a dividend. The amount of cash held by the various _ 5 


corporations sometimes of course is quite large. The details are to be found 
in volume II of the public accounts where the balance sheets and income and 
expenditure statements of all the corporations are set out in detail along with 
the auditor’s certificate. 


I could comment on a number of larger items. For example on page 111, . 


Canadian Arsenals had nearly $13 million in cash at March 31st, 1955. Asa 
matter of fact, they paid over to the Receiver General of Canada approximately 
$6 million a few days later. That was a paying over to the Receiver General 
of their entire surplus for the year which was $54 million plus another half 
million or so made up of other financial items. 


By Mr. Fulton: 


Q. Was that paid over under section 2 or under section 3?—A. It was a 
declaration of dividend by the directors. We did not order them to pay it over. 
They normally do pay us their annual surplus at the conclusion of their fiscal 
year. Soa few days after that date their cash balance was down to something 
of the order of $6 million. They have a volume of sales or operations running 


between $80 million and $90 million a year, so the $6 million remaining after 


they paid over their operating surplus would be about one month’s requirements. 


By the Chairman: 
@. Who would the sales be made to in general?—-A. Canadian Arsenal 
sales are almost all made to the government of Canada. 
Q. That is what I thought.—A. To defence production; I believe the sales 
would be almost all made to the government of Canada. Some might be con- 
veyed to foreign governments under NATO. 


@. But in the first instance they would all be made to the government of 


Canada?—A: Yes. 


Mr. H. R. Baus (Director of Financial Administration and Accounting 
Policy Division): There may be some cases where contracts would be negotiated 


with foreign governments, possibly through Canadian Commercial Corporation 


and other crown corporations, but the bulk of een certainly would be with the 
government of Canada. 
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_ The WitTNEss: If you look at their balance sheet for accounts receivable as 
of March 31st, $3 million was receivable from the government of Canada and $3 
million from the Canadian Commercial Corporation. That latter $3 million 
_would probably be for foreign governments. é 


By Mr. Harkness: 

Q. The $6 million which they retained was necessary to produce supplies 
before they received returns; it was in the form of working capital?—-A. Our 
view was that it was a reasonable working cash balance for a corporation of 
this size. ’ . 

The next item is Canadian National Railways with $18 million in cash and 
$28 million in bonds and short-term investments. The monthly expenditures 
of the Canadian National Railways would be between $55 million and $60 
- million—and that again in our judgment, would not be an unreasonable amount 
of cash or of short-term securities for them to be carrying at any given time. 


By the Chairman: 

Q. How would that figure compare with their monthly operating revenues? 
—A. Their monthly operating revenue is of the order of $60 million. Annually 
it is almost $640 million. So $55 million would be about their monthly revenue. 

Q. That amount of $46 million would be a good deal less than the monthly 
revenue of the railways?—A. Yes. 

Hon. Mr. Rowe: Have you considered the Canadian Broadcasting Corpora- 
tion’s $15 million? 

The CHAIRMAN: Have we finished with the Canadian National Railways? 

The WITNESS: Yes. That is all Ihave to say. I do not know the details. 
The Canadian National Railways may have had obligations coming up within 
the next month or so for the purchase of diesels or something else; I do not 
know the exact details. 

But as to the Broadcasting Corporation on page 46 of volume II—accord- 
ing to the details of accounts, they had cash of $5,700,000 in round figures, 
and they had investments in government bonds of about $94 million. These 
funds were, in large measure, being held for the development of their capital 
expansion of television and other services and were being drawn down from 
month to month as they were required. The actual operating expenses as shown 
on page 47 run something like $24 million to $3 million per month. 


By Mr. Harkness: 

Q@. Their cash and bonds are very much greater in proportion to the 
business they do than would be the case with Canadian Arsenals or the 
Canadian National Railways.—A. Yes, and I think they have been expanding 
their capital program, or were doing so at that time, in television quite 
rapidly. 

Q. Is not the situation there probably due to the fact that they first expect 
these taxes on television sets and radio and so forth, and they got in a 
considerable amount more than they required for the year’s operation, and 
therefore I presume they put the $10 million of surplus into government bonds. 
—A, They had an excess of income over expenditure that year of $44 million. 


By Mr. Applewhaite: 
Q. Does that include capital expenditures?—-A. That is income over 
expenditures. 
_Q. Not including capital? 
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By Mr. H arkness: 


Q. That would be the way in which this $9 million originated, th presume? a 


—A. I think so. 


Q@. The idea I am trying to oh at is this: irietesd of turning that money a 
back to the government and having to get a grant at some later time, they — 
are allowed to retain it for use in making capital expenditures.—A. They could _ 


have done one of two things: they might have deposited it under subsection ~ 
(2) of section 81 as a banking operation, but it was thought to be more ea 


profitable to them to invest it in short-term government bonds. 


By Mr. Fulton: 
Q@. When that came under your review, was it considered that is was an 
appropriate amount for the corporation to have?—A, Yes, having regard to their 
commitments and so on. 


Q. The C.B.C. has considerable liabilities to the government, has it not in 


the way of advances and loans?—-A. Yes; they show $19 million of government 
loans and $4 million as a reserve for capital expansion, and they had a surplus 
at that time of about $10 million. 

@. When they show an excess of income over expenditures of $4 million 
on a year’s operation, and on an operation of total expenditure in the neigh- 
bourhood of $30 million, would that not normally be a time when you might 
expect them— or properly ask them if they did not—or would not properly 
expect them to make some return and discharge some of these advances, and 
their obligations for these advances?—A. The loans by the government of 
Canada are on term debentures which have a definite maturity date. 


Q@. All of them; that is the whole $19 million of loans is secured by — 


debentures?—A. That is right. ; 
@. There are no short term advances then?—A. Perhaps Mr. Balls who is 
the man who goes into the details might answer you. 


Mr. Bauus: I have not the particulars with me but they are all covered | 
by debentures or notes, and my understanding is that the repayment of these. 
loans is to be made annually commencing, I think, around 1959 or 1960. In 


other words, the loans were made to permit the capital expansion of television 
and radio services, and when the expansion of the services has been completed 


and the capital expenditures made, there is provision for the repayment of the | 


loans annually over a period of some fifteen to twenty years. 


By Mr. Harkness: 
@. Have you reason to believe that there is any good possibility of these 
loans being repaid?—-A. Yes, I think so. 
Q. Well, the situation as far as the Canadian Broadcasting Corporation 


is concerned, as I understand it, is that the income to them from this portion ~ 


of the sales tax on radio and television sets is now rapidly falling off. There- 


fore they are likely to be in a position of having a considerable deficit—A., I 


am not prepared to go into financial forecasting of the Canadian Broadcasting 
Corporation’s operations. A royal commission > has been ppnornled to study 
that, among other things. 


Q. I do not think it is a matter of particular forecasting; I think that the 
situation has already been announced and that is part of the reason why - 


the royal commission is meeting, I presume. 


The CHAIRMAN: I have one question to ask. It might interest the com- 


mittee to know in what form that financing was done. Did the C.B.C. nfake 
a bond issue, with a certain amount of the bond issue coming due in certain 
years, and would that apply to the $19 million? 


Mr. Batts: From time to time under the authority of parliament, under 


items in the Appropriation Acts, the government was authorized to make © 
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loans to the: C.B.C. As part of the terms of the particular loan, in 
the item in the appropriation act, it was usually provided that the loan 
would be made on terms and conditions to be approved by the governor 
in council. Those terms and conditions, as approved by the governor in 
council, included provision for the repayment of the amounts loaned on 
the basis which I indicated to Mr. Fulton. My recollection is that each loan 
is secured by a promissory note for a debenture of the corporation. 
Hon. Mr. Rowe: None of them are due? 
Mr. BALLS: None of them have as yet fallen due. 


The WITNESS: They pay interest, but the repayment of the principal 

does not start until three or four years from now? 
- Mr. APPLEWHAITE: In the C.B.C.’s income and expenditure account on 
page 47, there are two items totalling over $27 million on income, meaning 
grants. Is it open to the C.B.C. to utilize any of those funds for capital ex- 


penditures, or are those funds surely for the operations which you mentioned? - 


Mr. BALLS: These moneys are granted to the corporation under the terms 
of section 14 (3) and (4) of the Canadian Broadcasting Act and I think are 
available for the purposes of the corporation, both for operating as well as 
capital expenditure. 

Mr. APPLEWHAITE: What I am trying to get at is this; if you include as 
income sums which have been granted by parliament and which might be 


used for capital expenditures, then you are showing a surplus of $4 million — 


which actually is not an operational surplus, if part of the income shown 
should really be shown as grants for capital. Would you correct me if that 
is wrong? 

Mr. BALLS: The statement of income and expenditures of the C.B.C. does 
treat the moneys received from these sources as income of the corporation; 
they represent moneys received for the general purpose of the corporation. I 

. think the point is that in the first instance they are applied to meet the 
operating requirements of the corporation, and any sums remaining over 
therefrom are available to the corporation for the financing of its capital 
requirements. 


Mr. APPLEWHAITE: It would have been legal then for the corporation to 
have spent that $4 million on a new station, would it not? 


Mr. BALLs: That is correct; but you must, I think, bear in mind in that 
connection that the corporation is required under the terms of the Financial 
Administration Act to submit a capital budget for each financial year, and 
that capital budget is approved by the~ governor in council on the recom- 
mendation of the minister for the Canadian Broadcasting Corporation, and 

the Minister of Finance, and it is subsequently laid before parliament. You 

will find the requirement in section 80 of the Parliament Administration Act 
that the capital program of the corporation be tabled in the House of Commons 
annually. 


Mr. APPLEWHAITE: Let us suppose that they had spent the $4 million on 
new stations during that year. What surplus would they then have shown? 

Mr. H. R. Batus: I think they would have shown an operating surplus 
just as they have it here, but the cash and investments of the corporation would 
have then been Ptoded by the amount which they had spent for their fixed 
or physical assets—in other words, by the amount’ used to acquire new 
television stations and other property. 

Mr. Fuuton: Their surplus would then have been reduced from some $10 
million to $6 million. 


Mr. Baus: I think that the excess of income over expenditures for the 
- year would have stayed at $44 niillion, as reported, but the amount of the 
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assets of the corporation held in the form of cash and bonds would have been oe 
reduced by an amount equivalent to the increase in their physical assets. 
Mr. APPLEWHAITE: Is it fair to say that they are showing an operating — 
surplus which is composed of parliamentary or statutory grants which can be a 
used for capital purposes? 


Mr. Bauus: I think that.is a correct statement. 


By Mr. Leduc (Jacques-Cartier-Lasalle) : ¢ 
Q. Is the word “income”? not synonymous with “receipts’’? 


Mr. BALLS: Under section 14 (3) and (4)-parliament has provided certain 
funds to the C.B.C. for the general purposes of the corporation, and when it ~— 
prepares its annual budget, the C.B.C., like other crown corporations indicates 
what it proposes to expend on capital during the course of the year and also 
the source of the funds which it will be spending on capital. 

Many crown corporations will use such surplus funds for capital expan- 
sion, and that is true of any corporation which may invest its earnings in 
additional capital. The amount of $63 million is the annual grant for sound 
broadcasting, while the $21,400,000 is the revenue from the 15 per cent tax on 
radio and television sets and tubes, and so on. Those are funds the corporation — 
may use for both general and capital purposes. z 


The CHAIRMAN: I think for the record I ought to draw your attention, 
Mr. Taylor, to the fact that the statement on page 47 of volume II is only a 
statement of income and expenditures and not an operating profit statement. 
As Mr. Applewhaite mentioned in the question which he asked about the $4 
million; Mr. Applewhaite asked whether the $4 million was included in the 
operating profits. This statement does not show any operating profit. It is 
just a statement of income and expenditure from all sources, not only from 
operations but also from grants. They are distinguished there. 


The WITNESS: Yes. 


By Mr. Leduc (Jacques-Cartier-Lasalle) : 


Q. Is not the word “income” there synonymous with the “revenues’’? 
Should it not be excess of receipts over expenditures, and only receipts are 
included, grants from the government? . 


The CHAIRMAN: I think that is so. 


The WITNESS: If in that year they had drawn down a loan as such for 
that $19 million, that would not be included in income; that would be regarded 
as borrowing. ! 


Mr. Lepuc (Jacques-Cartier-Lasalle): It is not a revenue and expenditure 
account; it is just a receipt and expenditure account, showing what the C.B.C. 
is receiving in money and grants together; it is not an operating surplus; 
it should be called ‘‘excess over expenditures” instead of ‘income over expen- 
ditures’’. 


The CHAIRMAN: That is the point! 


By Mr. Applewhaite: 


Q. Is that $6 million odd an engineering expenditure? Is that on operating 
or is it part of capital?—-A. I presume it is operating. On page 45 we have 
the Auditor General’s statements that he believes these accounts are all in 
order. It is included in the Auditor General’s certificate. 

Q. I am not suggesting that they are not in order. I am trying to get it 
clear in my mind what they mean. Do they mean that the $6 million is for 
engineering or for operating? Then we have shown on the income side 
moneys available for capital expenditure, arid you have it on the expenditures 
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. side with no capital expenditures.—A. The grants under section 14 (3) and (4) 
are funds put at the disposal of the corporation for their general purposes. 
They are not loans; they are not to be repaid. 

Q. Are. they gifts?——A. They are income. 


Hon. Mr. RowE: Could you not call them gifts? 


Mr. APPLEWHAITE: I was told that they are available for capital expen- 
ditures if the C.B.C. so wishes. 


The WITNESS: Yes. 


By Mr. Harkness: 


~Q. Would not some of this $6 million for engineering be actual capital 
expenditure? I do not see any capital expenditure anywhere else and there is 
no doubt that the C.B.C. did put money into the building of television stations 
in that year, so some of that money must have been for capital engineering. 

Mr. BALLS: This is a statement of income and expenditure representing 
on the income side moneys which have been received by the corporation from 
all sources for these purposes during the year; while on the expenditure side it 
records the expenditures which have been made for the operation and main- 
tenance of the activities of the C.B.C. This is, I think, quite comparable to a 
statement of income and expenditure of any other commercial corporation. If 
a private corporation had an excess of income over expenditures on operating 
account, then the excess would in that case also be available for capital expan- 
sion. That is, in essence, what the C.B.C. is showing in this case.. 

Mr. HARKNESS: Where does their expenditure for capital purposes appear? 
I do not see it here at all. 

Mr. BALLS: It would be reflected in the difference between the amount 
shown at the end of the preceding year as spent on these capital assets, and 
the amount shown at the end of this year. In other words, the amount by which 
the capital assets of the corporation as shown in the balance sheet was increased 
during the year, taking into account any amount in connection with depreciation. 
You will find in schedule A on page 48 of volume II of the public accounts, a 
listing of the capital assets of the corporation up to March 31, 1955, and the 
amount given is $20,646,244. If you compared these figures with the amounts 
at the end of the preceding fiscal year, I think you would find that the C.B.C. 
reported an increase. 


Mr. HARKNESS: Have you got that figure? 
Mr. Baus: I am sorry but I have not got the preceding year’s Sela 
Accounts before me. 


¢ 


By Mr. McLeod: 


@. Some of us are interested in operating costs and what it has cost the ~ 
people of Canada to provide this service to them. I would eliminate these grants 
from income; whereupon we see that the total income exclusive of the grants 
from the government, which I understand come from taxes on equipment sold— ~ 
that it would leave an income of $7,015,841. And that you might put down to 
operating expense; and in that I have eliminated the loan items, interest on 
loan, amortization of improvements and so on; and we have an operating cost 
of $28,425,422. In other words it cost us that amount of money to provide the 
service; and on income from services the profit was a little over $7 million. 
So we find that the operating loss is actually $21,409,581; that is what has to 
be provided by way of this tax income, and that is all. There are no further 
grants, and the people of Canada have to pay almost $21 million to provide 
this service. Am I right?—-A. We are dealing now with the accounts of the 
C.B.C. Parliament has provided them with a certain source of income and other 
sources of income are shown. Your arithmetic is quite correct. 
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Hon. Mr. Rowe: It seems to be a little misleading when you term if as 


“source of income”; it is really a grant, because of the loan. 

The CHAIRMAN: It is not misleading because the word “grant” appears in 
both, it is mentioned in the first two lines of the statement of income and 
expenditures. It says: . 

Grant under section 14 (3) of the act...” and it says “grant under 
section 14..(4). of thevact..... 


There is nothing misleading in that, with all due respect to you, Mr. Rowe. 
Hon. Mr. Rowe: Their income sounds as though it was income which is 
operating income. 


The CHAIRMAN: Grant counns as if it is a grant, does it not. You have the — 


word “grant” right there in the statement! 


By Mr. Applewhaite: . 
Q. I believe that the heading of the statement should be changed to read 
“statement of receipts and disbursements’’.—A. It does not include receipts 
from loans. 


By Mr. Harkness: ne 

Q. This all stems back to the point that this corporation is entirely different 
from such a corporation as Polymer where the receipts are due to sales, whereas 
in this corporation these receipts are really due to grants and taxes which.are 
assigned by parliament. As Mr. McLeod has pointed out, it is supported at 
public expense through taxes. 

The CHAIRMAN: And in the public interest! 

Mr. HARKNESS: Well, yes. 

The CHAIRMAN: You cannot compare it to Polymer Corporation. It is 


not like Polymer. It supplies services to the people and those services cost 
money. 


Mr. HARKNESS: I said that it was in quite a different situation to a corpora- 
tion like Polymer. 

The CHAIRMAN: I think you compared it to Polymer and you drew that 
conclusion. 

Mr. Lepuc (Jacques-Cartier-Lasalle): Shouldn’t it say that these receipts 
come from special taxes? 

The CHAIRMAN: It says so right there. 


By Mr. Fulton: 


Q. This all arose out of the question whether it would riot be appropriate. 


to suggest to the C.B.C. that they turn over to the Receiver General some of 
this quite large capital, this accumulated capital surplus, they now have, and 
then we go a little aside from that in our discussion.—A. All ‘I can reply to 
that, Mr. Fulton, is the two ministers concerned, having regard to the future 
commitments of the corporation for expansion of services during the subsequent 
periods, after March 31, 1955, came to the conclusion that there was not an 
excess of cash which the corporation should be required to surrender. 

@. I take it from that the two ministers anticipate a deficit in C.B.C.?— 
A. No. There are very large capital expenditure programs. 

The CHAIRMAN: And particularly at that time, a large capital expenditure 
program was the development of television. 

Mr. FULTON: This is 1955; and I notice at page 48 of volume II, the capital 
works in progress are in the order of $438,001. That is not. a very substantial 
item. 
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The CHAIRMAN: Which page? 
Mr. FULTON: Page 48 of volume II, the last ener capital works and pro- 
gress, $438,001. 
The CHAIRMAN: That was the 3lst of March, 1955, and I suppose most of 
them had been completed that year. 


Mr. FULTON: That is my point. If most of them had been completed, it- 
seems to me there is a surplus on hand, a total accumulated surplus of 
$10,772,000 according to the books. Then, actual cash in bonds of $15,000,000. 
I was wondering what future provision or requirement is anticipated that would 
support the decision that that money should be left in the hands of the Cor- 
poration? 


Mr. BALLS: There are ee points in regard to that, Mr. Chairman. One is: 
the $438,000 which Mr. Fulton refers to represents the portion of the capital 
works in progress at the end of the fiscal year which could not have been 
allocated at that time to the various categories above. 

~The second point is: this was fairly early in the stage of the development 
of the television service of the corporation. There were at that time, as I recall, 
fairly substantial commitments in connection with the capital program and the 
cash disbursements would be made subsequently. Since the date of this par- 
ticular financial statement there have been very large expenditures made, and 
the balances of the corporation have been drawn down considerably. 


By Mr. Fulton: 

Q. Just so that we can complete the picture, have you got any informa- 
tion, can you give us some idea of the—A. I am sorry, I have not got the 
material before me I think the officers of the corporation would have to be 
called. 


The CHAIRMAN: We would have to get someone from the corporation for 
that further information. 

) The next item in this list on page 111 is the Central Mortgage and Housing, 
$6,493,000. Have you any remarks about the sist of that amount being 
held in surplus? 

The WITNESS: On page 84 of volume II, the cash there is shown as 
$2,800,000, in a corporation which has not far short of $700 million assets and 
liabilities, and their annual operating costs are in the order of $15 million. 
They, of course, have substantial funds they are paying out from month to 
month on loans. They also have a large number of regional offices which have ~ 
to be kept in funds, and they have local bank accounts for these various regions. 


Hon. Mr. RoweE: That would appear almost inadequate, then? 


The CHAIRMAN: That is only cash, of course, that $2 million. There are 
$6 million in cash and securities there, in all. 


_ The Witness: Yes, they have reserves. Part of that reserve would be 
the—no, they had not started the insuring of mortgages. That was December 
31st,.1954 before it started. The insuring of mortgages had not got under 
way at that time. 3 

Hon. Mr. Rowe: It still looks as small as the other does large. 
The CHAIRMAN: Well, that is a matter of opinion. 
Hon. Mr. Rowe: That is my opinion. 


. The WIitTNEss: Of course, on their loans, they do not borrow their annual 
requirements in a lump sum; they borrow from month to month as they 
require it. If they have iduse disbursement on mortgage account they can 
come to us, and in 48 hours get another $5 million. 


The CHAIRMAN: The next item is the Crown Assets Disposal Corporation. 


& 
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The Witness: Crown Assets Disposal Corporation has nearly $9 million 
in cash. I might say, this was one case where we did feel that they were a _ 
little on the excess side, and after discussions with the officials of Crown — 
Assets Disposal they made a payment of $500,000 to the Receiver General a — ef 
few months after the close of their fiscal year, reducing their cash balance 
by that amount. Me 

Hon. Mr. Rowe: They would hold then $14 million? es 4 

The WITNESS: Yes. Their cash balance, of course, fluctuated from time 
to time. That is on page 19, is it not? Of course, of their $1,900,000, $800,000 i’ 
was*in their agency account. They had, what you might call a free balance 
of $1,164,000; shortly after they paid us half a million of that. } 

The CHAIRMAN: Now the item Eldorado Mining and Refining, that is | 
$5,000,000 cash. 

The WITNESS: That corporation had a very extensive capital program ; 
actually under way at that time, and that did not seem to us to be an unreason- q 
able cash balance to be carried. ee 

The Export Credits Insurance Corporation has a cash balance wrcel iS a 
quite moderate, $400,000. They have in addition some $12,000,000 in govern- 
ment bonds. That, of course, is the capital of the insurance corporation which 
was provided by the government when the corporation was formed, and that 
is really their underwriting reserve, which they maintain in government bonds, 
and have over a great many years. 

The CHAIRMAN: The next large item is the National Harbours Board. 

é 
By Mr. Fulton: Z 

Q@. Excuse me, Mr. Chairman. The assets and liabilities of the export _ 
credits, on page 97 of Volume II, shows an authorized capital of $15,000,000, 
and an issued. capital of $10,000,000, but they have bonds in the amount of 
$12,000,000.—A. Yes. The other $2,000,000 is their accumulated underwriting 
reserve, or accumulated operating profit over the last 10 years. a 

Q. Would I be correct in saying that they would have pretty heavy 
contingent liabilities?——A. ‘Yes. I forget the amount, but it is up in the tens 
of millions. The insurance in force at any given time is of the order of $30 
million or $40 million. 

Q. The $2,000,000 available cash reserve, then, would not, you feel, be in 
any way excessive in view of that contingent liability. Would that be your ‘ 
thinking?—A. No, I do not think so. * 

I am a director of the Export Credits Insurance Corporation, and we have ~ | 
on occasion had to pay out $2 or $3 million in the course of a few months. — 

Of course, the big risk we insure against is on blocked currency. 

A couple of years ago, Brazil was in exchange difficulties. The Brazilian 
importers had deposited their payments in the Bank of Brazil, but they could | 
not get it transferred out of the country, and we had to pay Canadian eX- i 
porters in dollars. In the case of Brazil we were finally paid in dollars’ over e 
two or three years. Then more recently Turkey, got into exchange diffi- 
culties. We had large exports of farm machinery to Turkey, which we had 
insured. Again we have the Turkish funds deposited in Turkey, but the Can- 
adian exporter cannot get Canadian dollars, so we have had to pay them. 
We have had to pay out several millions of dollars., Undoubtedly we will 
get the money back in due course, in instalments as the Turkish government 
finds it possible to make foreign exchange available. 


The CHAIRMAN: Now the National Harbours Board, Mr. Taylor. 
The WITNEss: National Harbours Board, that is on page 38 of volume II. 
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By Hon. Mr. Rowe: 


Q. It is as large as the national railways, $40,000,000?—-A. Well, I should 
explain there first of all that this is a large operation. The cash on hand, 
having regard to their operations and the nature of them, it seems to us to 
be reasonable. 

The $40 million of investment is in fact their reserve fund, which you 
will see on the left hand column of page 38. They have a reserve fund of 
$38 million for the replacement of capital assets, $2,250,000 for their fire and 
general insurance and so on. 

The National Harbours Board maintain their own reserve in that way, 
and have invested these reserves in government bonds. This is, in fact where 
they keep their replacement or depreciation reserve. 


The CHAIRMAN: In the case of a large fire, I suppose they rebuild out of 
that fund without asking the government for funds? 


The WITNESS: That would be covered from the fire reserve, but there 
are, undoubtedly properties of the National Harbours Board which are quite 
old and: will have to be replaced at a major expense; and they would not 
come to the government for these funds. They would draw out of this re- 
placement fund. 


By Hon. Mr. Rowe: 


~ Q. Is that now an unusual amount of increase over former years due to 
development in harbours? 


Mr. BAuLs: This has been built-up gradually over the years by the board 
with some consideration for their future requirements for the replacement 
of capital assets. I do not think it is an unreasonable amount. 


The WITNESS: The capital assets are $245 million. 


By Mr. Fulton: 


@. The total accumulated depreciation is $62 million, is it not? They do 
not have a cash depreciation fund, this is their total book depreciation?— 
A. No. 

Q@. And that is the nature of these loans and advances of $197 million 
from the government of Canada? There is, in other words, nothing on hand 
at the moment to meet that at all, is there?—-A. There are the physical 
assets, there is this $250 million of works. 

@. Yes, but in view of what you said there is no free cash balance to 
apply towards that, is there?—-A. No. 

Q@. I understood you to say this $46 million is pretty well entirely ac- 
counted for by depreciation reserve, plus the insurance. The total in the re- 
serve fund is $41,676,000, so there is about $5 million there, is there not?— 
A. The replacement reserve is just a bookkeeping entry; there is no cash in- 
volved, at this particular point. However over a period of years, $38 million 
out of operating revenues, was invested in funds which they can sell, and 
the proceeds. can be used to finance major replacements when the occasion 
requires. 

Q. Yes, but my point, Mr. Taylor is, that on page 111 it shows them 
having a total in cash and securities of $46 million.—A. Yes. 

Q. On page 38 of volume 2 it shows their reserve fund of the listed as- 
sets as $41,676,000, which would seem to leave a free, what I am calling,— 
probably by the wrong technical term,—but a free cash balance of some $5 
‘million—A. It shows at the top of the page $4,700,000 as the cash on hand. 
| Q. It is felt that that sort of relationship is regarded, as compared to 
their requirements, normal?—A. It was not unreasonable. 
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The CHAIRMAN: The accounts payable on page 38 again, Mr. Taylor, are : 


$4,484,000; they are almost as high as the cash on hand? 
The WITNESS: Yes. | 


The CHAIRMAN: So I would conclude there that the amount of cash on 


hand is certainly not unreasonable. 
The WITNESS: Yes. 
Mr. Lepuc (Jacques-Cartier-Lasalle): What about the item on the estimates 


there with regard to the Jacques Cartier bridge? Is the Jacques Cartier bridge — 


at Montreal a paying proposition; is it meeting expenses? The reason for that 
question is, I see, that there is due from the province of Quebec, under agree- 
ment, to share the Jacques Cartier bridge, $744,425. How long back does this 
amount date? 


The WitNnEss: I am afraid I cannot say, sir. I think you would have to — 


ask the Harbours Board. I did. not bring with me a complete file on every crown 
corporation. 

The CHAIRMAN: Now, that completes pretty well the examination of the— 

Mr. HarKnEss: I would like to ask; in the Northern Transportation, they 
show cash on‘hand of nearly $2,500,000. I happen to know that they have had 
quite large profits for several years. They have during that period renewed 
their fleet of tugs and barges, which they have, and I think it shows in the 
report, pretty well depreciated. What is the necessity of their holding this 
amount of cash? 

The WITNESS: Well, sir, in the year immediately following the financial 
statement, they had very heavy cash disbursements for capital expenditure, 


because they are playing a very active part in the servicing of the contractors ~ 


on the DEW line. They were to acquire a substantial number of additional 
barges and other forms of transportation for the servicing of that very large 
and new activity. 

The CHAIRMAN: Well, gentlemen, that completes pretty well the larger 
items that are— 


By Mr. Harkness: 


Q. There is the one item of Polymer. What. is the situation there?—_ 


A. That, sir, is on page 106. 

I appreciate the fact that Polymer have put in comparable figures for 
the preceding year. They had cash at the close of their fiscal year of $3,000,000. 
They had short-term investments of $2,000,000, so they had liquid assets of 
about $5,000,000. They had current liabilities of almost the same amount. 


Their total sales in the year were $53,000,000 which, again, would indicate a 


not unreasonable relation between the scale of operations and the cash on hand. ~ 


It may well have been that there were other capital expenditure programs; 
I cannot say. 

Mr. Balls tells me they also had an expansion program at the time for 
which the cash was required. I understand a dividend was paid just after the 
end of the financial year. They paid a dividend of $3,000,000 shortly after the 
close of the year: 

Q. Well, that figure should then be really reduced by the amount of 
$3,000,000?—-A. No. I am sorry, the $3,000,000 was for the full year. They 
pay us a quarterly dividend of less than one-quarter of $3,000,000, and then 
after the close of the fiscal year give us a special dividend. My recollection is, 


and I might be wrong, that they paid us $500,000 quarterly, and. $1,000,000 at ; 


the end of the year. ) 
The CHAIRMAN: Well, as I have tried to say twice before, this seems to 


complete pretty well the explanations concerning the balances in the crown — 
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ORDERS OF REFERENCE 
THURSDAY, May 10, 1956. 


Ordered,—That the quorum of the said Committee be reduced from 15 to 
12 Members and that Standing Order 65(1)(e) be suspended in relation thereto. 


Attest. 


FRIDAY, April 20, 1956. 


Ordered,—That the name of Mr. Rea be substituted for that of Mr. Mitchell 
(London), on the said Committee. 


Attest. 
LEON J. RAYMOND, 
Clerk of the House. 


THURSDAY, May 10, 1956. 
The Standing Committee on Public Accounts begs leave to present the 
following as its 
SECOND REPORT 


Your Committee recommends: 

That its quorum be reduced from 15 to 12 members and that Standing 
. Order 65(1)(e) be suspended in relation thereto. 

Respectfully submitted, 


Sed. (CHARLES A. CANNON) 
Chairman. 
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MINUTES OF PROCEEDINGS 


THURSDAY, May 10, 1956. 
(9) 


The Standing Committee on Public Accounts met this day at 11 o’clock. 
Mr. Charles A. Cannon, Chairman, presided. 


Members present: Messrs. Anderson, Applewhaite, Ashbourne, Cameron 
(High Park), Cavers, Harkness, Henderson, Hollingworth, Holowach, Leduc 
(Jacques Cartier-Lasalle), Menard, Mitchell (Sudbury), Monteith, Pommer, 
Poulin, Schneider, Thomas and Weaver. (19) 


In attendance: Mr. R. G. Robertson, Deputy Minister; Mr. F. J. G. 
Cunningham, Director, Northern Administration and Lands Branch; Mr. 
F. A. G. Carter, Administrative Officer; Mr. M. A. Packwood, Supplies and 
Shipping, Department of Northern Affairs and National Resources. 


The Committee resumed its examination of the Public Accounts (1955), 
_ particularly paragraphs 34 and 45 of the Auditor General’s Report thereon, 
dealing with the Department of Northern Affairs and National Resources. Mr. 
Robertson was called and made a statement on the above-mentioned paragraphs 
and was questioned. 


The Chairman expressed to Mr. Robertson and his officials the appreciation 
of the Committee. 


Mr. Robertson was retired. 
On motion of Mr. Cavers, seconded by Mr. Schneider, 


Resolved,—That a recommendation be made to the House to reduce the 
quorum from 15 to 12 members. 


Before adjournment, the Chairman asked those members of the Sub- 
committee on Agenda and Procedure present to kindly remain for a short 
meeting. " 


At 12.15 o’clock p.m., the Committee adjourned to the call of the Chair. 


Antonio Plouffe, 
Assistant Chief Clerk of the Committee. 
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EVIDENCE 
| May 10, 1956. 


The CHAIRMAN: Order gentlemen, we have a quorum. The business of this 
meeting is in connection with paragraphs 34 and 45 of the Auditor General’s 
report. In paragraph 34 he refers to the Department of Northern Affairs and 
National Resources and he has this to say: 

With respect to payments approximating $60,000 recorded as 
expenditures on the strength of the certificates, it was observed that 
charges were made to the old year’s vote although (a) no deliveries 
were made to railhead until late in April, (b) some cheques bearing an 
April date were released only on 10 May, and (c) a further 75 cheques 
totalling $55,746 were drawn in April of which 28, representing $8,660, 
were still being held at the time the audit was completed in August. 


We have with us this morning Mr. R. G. Robertson, Deputy Minister for 
Northern Affairs, Mr. F. J. G. Cunningham, Director, Northern Administration 
and Lands Branch, Mr. F. A. G. Carter, Administrative Officer and Mr. M. A. 
Packwood who is connected with supplies and shipping. These gentlemen are 
here to give the committee all necessary and useful explanations concerning 
the matters brought up in Mr. Sellar’s report. 


Mr. R. G. Robertson, Deputy Minister, Northern Affairs, called: 


The WITNESS: Mr. Chairman and gentlemen. My purpose in this statement 
will be to try to explain in part what the procedures are in regard to purchases 
and supplies of the Northern Administration and Lands Branch. and particu- 
larly to deal with the points which are made in the Auditor General’s report. 

At the outset, perhaps I should say that the comments of the Auditor 
General in paragraph 34 which you have just heard are entirely correct and 
accurate. We do not dispute the accuracy of them in any way. 

What I wish to make clear in the course of my statement will be in the 
first place the background of the operations of the Northern Administration 
and Lands Branch which requires or has required certain procedures to be 
followed. In the second place, I wish to make it clear that in no case has 
payment been made for any item which was not delivered or shipped before 
March 31 of the relevant year, that is March 31, 1955. The third main point 
is that no part of the procedure which has been followed, which was followed 
in that year, is in any way an infringement of the Financial Administration Act 
or of any rule or regulation of the treasury under that act. 

If I may, Mr. Chairman, I could give some general background on the 
operations, which may explain the position. 

The CHAIRMAN: I think that would be a good idea. 


The WITNESS: In the first place for most departments there is a certain 
measure of specialization. For the Northern Administration Branch, operating 
in the north, there is almost no specialization: it deals with almost every aspect 
of life in almost every part of the north. It runs schools, operates a reindeer 
herd, builds roads and buildings, provides relief to Eskimos and does virtually 
everything you could think of in regard to all aspects of life in the north. 
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The range of supplies which have to be ordered and shipped by the 
branch go from Pablum for Eskimo babies on to an $800,000 rock crusher at 


Aklavik, from appointment for reindeers to electric generators and from 
creosote to wolf traps. Everything comes into the picture. It covers an area 


beyond Great Whale river on the southeast corner of Hudson Bay which is the — 


furthest south and as far north as Craig Harbour on Ellesmere Island and from 
the east coast of Baffin Island as far west as the western part of the Yukon. 
It covers all this range of items and all that range of area. ae 


In that entire area there are only, with a few minor exceptions, two means 
of transportation—one is air, which is too expensive for most supply services 
and the other is water. Virtually all the supplies go by water. To the eastern 


Arctic the supplies go from Montreal and the shipment begins usually in July 


and ends in September. There is a three month period in which all shipments 
“must be made. For the western Arctic the shipments usually go from Water- 
ways, Alberta, via the Slave-Mackenzie river system. The Great Slave lake 
usually opens about June and the Mackenzie river begins to freeze about 
September, so again there is about a three months’ transport season, in which 
everything of this variety has to be moved. This complicates the situation, 
but in addition to that for all the construction projects there is only about a 


three months’ construction season. It may be four months, dependent on the 


particular location with which one is dealing. Therefore, on any construction 


item to be handled in the north, there are the hazards of a short transportation 


season and a difficult transportation system. There is usually no storage 
available at the place to which the shipment is going, so items have to be 
shipped to try to get there at the time at which they will be required and 
not get there too far in advance. There is the problem of inadequate labour 
force with very little flexibility. Usually you cannot get what you want at 
short notice in terms of labour. In short, there are all kinds of hazards which 
get in the way of the construction program. 


In addition to these natural hazards, for the last few years we have had a 
situation in which requirements in the north have been changing very rapidly. 
It has been almost impossible to know very far in advance in detail just what 
is going to be required at any particular point. 


All these hazards and changing situations fit into a picture in which 
requirements have to be estimated several months in advance. f 


To show just how this has to be done, take the case of Aklavik at the 
present time. Our sub-district administrator in Aklavik is working out his 
requirements for the summer of 1957. His statement of requirements has to 
be in the hands of our district administrator in Fort Smith in June. At this 
present stage, when he is making out the requirements for 1957, the ice 


probably is not fully out of the Mackenzie river and none of his supplies for 


this year have arrived and his construction season for 1956 has not started. 
He does not know what hazards may hold up construction this year, yet he 
has to give a firm outline of requirements for 1957. It is on the basis of 
these requirements as they come in from ae the points in the north that the 
estimates are prepared in detail. 


That is the background and in that sort of situation the inevitable result 


is that plans do not go just exactly as they have been planned. Perhaps certain. 


deliveries are held up, perhaps a certain construction project does not get as 
far advanced as was thought it would get, perhaps another construction project 
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goes more rapidly than had been thought or perhaps a new requirement crops 
up in the course of the year. The result of this is that in the operations of the 
northern administration branch there are almost inevitably quite a number 
of requirements which have to be ordered in the later months of any fiscal 
year. When requirements have to be ordered in that way we try to get the 
goods we want in one of three fashions. One is to get them delivered to a 
common carrier by the supplier before March 31 for shipment to the f.o.b. 
point which is designated in the purchase contract. That f.o.b. point will 
usually be Montreal for the eastern Arctic or Waterways for the western 
Arctic. The second way is that the item may be delivered by the supplier to a 
warehouse at the f.o.b. point. In exceptional circumstances it is arranged that 
the item which is produced may be held by the supplier free of charge in his 
own factory until the shipping date for the particular region in the north. The 
reason why Waterways and Montreal have been selected as the f.o.b. points is 
that by using these common points the suppliers add on the freight from 
their particular location to the f.o.b. point and we can get a realistic com- 
parison of the different tenders from different suppliers. 

The Auditor General’s comments in paragraph 34 of his report deal first 
with the question of goods for which delivery was accepted at factories. The 
main reason why this is done is that in certain circumstances the manufacturer 
may produce an item—say a caterpillar tractor for Aklavik—and have it ready 
in January, whereas we know it cannot be shipped from Waterways until May. 
The alternative would be to have it shipped and stored if storage were avail- 
able at Waterways. As is frequently the case, the manufacturer has storage 
space in Montreal. It is certified as being for the department and held in the 
manufacturers’ storage in Montreal until the shipping can leave. Now, in all 
those cases, the point I would like to mention is that the actual item is seen by 
a member of the department in person. If there are serial numbers, those 
serial numbers are taken; the name of the department is marked on the item; 
it is clearly identified as the department’s item and payment is not made at that 
point notwithstanding the fact that the item has been identified. The payment 
is not made until evidence has been received that the equipment has been 
delivered to a common carrier. In other words, the item is identified in fact but 
not paid for until it actually is delivered to the common carrier. The evidence 
of delivery required is either a bill of lading of the common Carrier or a delivery 
form which is made up by the supplier and receipted by the common carrier. 
The Auditor General refers-to some $60,000 worth of supplies which were 
accepted in this way at factories. Actually, in 1955, there were supplies valued 
$102,589 accepted in this way. The $60,000 worth were items going to Aklavik. 
The remaining $42,000 worth were items going to the eastern Arctic. 


By the Chairman: 

Q. Could you tell us what those items were which were going to Aklavik? 
—A. Yes. The items going to Aklavik were four orders: one was for five dump 
trucks from Ingram Motors Limited. Another was for a truck mounted shovel, 
$23,000. Two orders were for parts for the shovel, one of $2,000 and the other 
of $657. That made a total of $60,100. 

Q. I think you did not give us the amount of the first item.—A. The five 
dump trucks cost $33,243. That made a total of $60,116. All were designated 
for Aklavik. 


/ 
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By Mr. Cavers: 


@. From whom was the mounted dump truck ordered?—-A. There were 
five dump trucks from Vic-Ingram Motors ‘Limited. They were made at 
Yellowknife but the shipment would take place from Windsor. The other item, 
the shovel, was from Automotive Products Limited of Montreal. 


By the Chairman: 


Q. And the spare parts also?—-A. The spare parts also were from the same 
source. In each case the item referred to was held in the factory after being 
identified by a member of the department as being the item required. Now, 
in the case of this equipment, if it could not have been accepted in this way, 
the cost of the purchase would have become a first charge against the main 
estimates of the following year. This would have seriously disrupted the plans 
for the following year because it would have used up funds which were 
required for other items which have been included in the main estimates. If 
they had not been charged against the main estimates but we had waited for 
the supplementary estimates, which are usually not approved until June, this 
would have been too late to get the items from here to Aklavik for the construc- 
tion season. 


As I have mentioned, the remaining supplies accepted at the factory and 
valued at $42,473 were almost entirely destined for Frobisher Bay or other 
points in the eastern Arctic. As I have mentioned, in the case of all this 
equipment, it was accepted by department officials in person before the 31st 
March, 1955. It was considered that the goods had in effect been supplied prior 
to March 31 but payment was withheld, simply as a precautionary measure, 
until evidence was received that deliveries had been made to the common 
carrier. 


In addition to the $102,000 covering items accepted at the factories, we 
also drew cheques to cover an additional $13,273 worth of supplies which were 
not accepted at factories but which we in the department had reason to believe 
had been delivered, because of promised delivery dates. We had reason to 
believe they had been delivered to common carriers before March 31. The 
authority for paying for supplies on the basis of evidence of such delivery was 
given in.a letter from the office of the Comptroller of the Treasury dated 
March 14, 1952. The reason for making payment on the basis of the evidence 
of delivery to a common carrier is that the suppliers expect to be paid for the 
goods within a reasonable period. We have no personnel nor supply depots at 
Waterways or at Montreal and it would be time-consuming and costly to 
uncrate all items to check them at these points. The only point where a proper 
physical check can be made is at the ultimate destination. At Waterways and 
at Montreal the goods are taken over on our behalf from common carriers 
making delivery, by the common carriers who will take them on to their final 
destinations. * 


If we waited until the supplies reached their ultimate destinations, the 
suppliers would not be paid for periods ranging from four to eight months. 
We would likely be subject to interest charges and would lose discounts. 
We have followed the present practice of paying on the basis of evidence of 
delivery to a common carrier for a number of years, and have never had any 
difficulty in making adjustments with suppliers. No funds have ever been 
lost because of the system. 
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The CHAIRMAN: Before you go on, you mentioned the letter of May 14, 
1952, from the office of the Comptroller of the Treasury. I think it would be a 
good thing if you put it on the record at this point. 

The WITNESS: Would you like me to read it? 

The CHAIRMAN: Yes, please. 

The WITNESS: 


Col. F. H. Collins, 

Chief Treasury Officer, 

Dept. of Resources and Development, 
Ottawa. 


Payment for materials shipped to 
points in the Northwest Territories. 


In reply to your letter of 2nd May, it is confirmed that it will be 
in order for you to pay suppliers’ invoices covering materials shipped 
to places in the Northwest Territories on the strength of bills of lading 
or other like documentary evidence establishing proof of delivery to a 
common carrier. 


You will understand, of course, that the accounts must also be 
certified as to price, as required by the Financial Administration Act. 


(Sgd.) J. O. Hodgkin, 
Asst. Comptroller of the Treasury. 


Ottawa, 
May 14, 1952. 


By Mr. Harkness: 


Q. Before you go on, what about the $8,660 worth of cheques which were 
still being held at the time of the audit in August?—A. Mr. Chairman, I think 
if I could continue that will be dealt with. 

_ The Auditor General has also commented on the question of drawing 
cheques and then holding them for lengthy periods. It should be emphasized 
that in no case was payment made for any goods that had not either been 
accepted at factory before March 31 or delivered to a common carrier before 
March 31. We are of the view that the holding of cheques for long periods 
is not good accounting practice and new arrangements have now been made. 
To the best of our knowledge there is no specific regulation against this practice. 
We think, since the Auditor General has pointed it out, that it is not a good 
practice and we are discontinuing it. I can explain to you the circumstances 
under which it was done. 

The CHAIRMAN: At the time you did it it was not forbidden? 

The WITNESS: Even now it is not forbidden. The cheques were drawn in 
the month of April, 1955, totalling $115,862.59 against 1954-55 funds to cover 
items accepted at factories, or that we had good reason to expect had been 
delivered to common carriers before March 31. As it turned out, proof of 
delivery before March 31 was furnished to cover all but $1,043.86 of this amount 
and seven cheques totalling $1,043.86 were cancelled in September of 1955, 
by which time it had been ascertained that delivery of the items concerned had 
been made to the common carriers after March 31. 

Of the total amount, cheques valued at $64,157.44 were released in May, 
$40,721.48 in June, and the remaining $9,939.81 were released over the period 
from July to September as evidence was received. The suppliers, in some 
cases, did not seem to appreciate that it had to be proof of delivery on or 
before March 31, 1955, and the reason that the cheques were held in some 


162 : STANDING COMMITTEE 


cases for a lengthy period was that there had been protracted correspondence 
with suppliers before we got the necessary proof of delivery. 

I mentioned to Mr. Harkness, sir, that a change has been made. Arrange- 
ments have now been made that no cheques will be requested from the treasury 
office unless the invoice and proof of delivery before March 31 to a common 
carrier have been received. We will not now ask for cheques until we have 
the evidence. ‘ 


By Mr. Applewhaite: 


Q. Does that mean that no cheques are going to be asked for and that you 
are not going to immediately pay the suppliers?—-A. We will now require that 
we have the bill of lading or the receipted certificate of delivery before we 
ask for the cheque. What we had done hitherto was, in cases where we knew 
the items had been identified at the factory or had good reason to think they 
had been delivered to a common carrier, on the statement of that we would 
ask for the cheque if it was toward the end of the fiscal year but we would 
not release the cheque until we had the evidence. Now we will have the 
evidence first and then ask for the cheque. 


By the Chairman: 


Q. And if you do not get the evidence in time there will be no payment?— 
A. We will have to pay the amount elapsed out of the following year’s funds. 
This new procedure will make a good deal of extra work in following up orders 
to make sure invoices and bills of lading, and so forth, are received quickly. 
It will also mean that in many cases this evidence will not be received before 
April 30, and payment will have to be made from the next year’s funds, to 
the detriment of the new year’s program. 

Arrangements have also been made at a cost of about $2,000 to provide 
warehousing space at Montreal where certain supplies purchased from 1955-56 
funds can be held pending onward transmission. We are doing this in an effort 
to reduce cases where we accept delivery at factories. Only in the most urgent 
circumstances will goods be accepted at the factory in future and in those 
cases the purchase orders will be amended to give the f.o.b. point as at the 
factory, so we can take delivery and give payment at the factory. 

We believe that nothing has been done that was not in keeping with the 
spirit and purpose of parliamentary appropriations. We had the concurrence 
of the treasury office in all transactions and no regulations existing at the time 
were contravened. We are of the view that difficulties can arise through the 
holding of cheques for a lengthy period, and that practice has been amended. 

I think that that covers the general points which I wished to make in 
explanation of this. 

Q. There is one point which I think you might explain in more detail; that 
is an explanation of section 29 of the Financial Administration Act in connection 
with obtaining authority from the treasury board.—A. Would you like me to 
read the section? 

Q. It would be a good idea. Would you also explain to the committee how 
it applies?—A. Section 29 of the Financial Administration Act reads as follows: 

At the commencement of each fiscal year or at such other times as 
the treasury board may direct, the deputy head or other officer charged 
with the administration of a service for which there is an appropriation 


by parliament or an item included in estimates then before the House 


of Commons shall prepare and submit to the treasury board through 
the comptroller a division of such appropriation or item into allotments 
in the form detailed in the estimates submitted to parliament for such 
appropriation or item, or in such other form as the board may prescribe, 
and when approved by the board the allotments shall not be varied or 
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amended without the approval of the board, and the expenditures 
charged to the appropriation shall be limited to the amounts of such 
allotments. 


Now, Mr. Chairman, to refer back to the 1954-55 estimates, the cases that 
were involved in the Auditor General’s comments deal with four votes; they 
were votes 323, 324, 325 and 326 of that year. To take just one, vote 323: 


Northwest Territories, including Wood Buffalo park and Eskimo 
affairs— 


323, Operation and maintenance. 

That vote was broken down in the blue book into about seventeen primary 
allotments with the totals for extra primary allotment. The situation is that 
the department can spend, for the purposes of each allotment, up to the amount 
that is specified in the blue book; but if for any reason it wants to make an 
expenditure beyond the amount shown for that allotment it has to go to the 
treasury board and if there are adequate funds available in the fund for other 
allotments it can seek a transfer from one allotment to the other. 

@. As long as it is in the same vote?—A. Yes. 

Q. That is the practice followed by your department?—A. It is followed 
by all departments and is provided for by section 29. 


By Mr. Applewhaite: 

Q. Will the adoption of this new system of drawing cheques only when 
you are able to make payment result in a large number of re-votes and estimates 
year after year?—-A. Mr. Chairman, it will result probably in more re-votes, 
but by following up these things closely we think that it should not result in 
a lot of re-votes. We will try to keep the number down because it throws out 
our operations for the following year. 


By the Chairman: 

Q. Are there any further questions on paragraph 34 of the Auditor 
General’s report? If not, Mr. Robertson will have some remarks to make on 
paragraph 45 of the Auditor General’s report concerning the council of the 
Northwest Territories——A. Mr. Chairman, in paragraph 45 of the Auditor 
General’s report, the Auditor General referred to the travelling and living 
allowances of the members of the Northwest Territories Council and he said: 


The point of audit concern is the use of an ordinance instead of 
having practice regulated by act of parliament, because (a) five of the 
nine members are appointed by the crown, therefore it seems desirable 
that the independence of the elected members be safeguarded, and (b) it 
is a constitutional rule that no loan out of public funds should ever be 
made to an elected representative of the people without the sanction 
of the appropriate legislative authority, which in this instance would 
appear to be the parliament of Canada. Reference is now made to the 
subject because it was observed that two advances remained outstanding 
for many months. 


With respect to point (b) which the Auditor General makes, our view is a 
different one to his. I do not think that the appropriate instrument in this 
case, the appropriate legislative authority, should be a specific act of parlia- 
ment. We think the appropriate legislative authority is an ordinance of the 
Northwest Territories passed under the enabling provisions of the Northwest 
Territories Act. I might explain how this is handled which may make it 
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clearer. The Northwest Territories Act provides, for indemnity for mem- 
bers of the Northwest Territories council and also provides, in section 
12(2), for the payment of travelling and living expenses, Section 12(2) 
says: 

In addition to the payments under subsection (1), each member of 
the council, whether elected or appointed, may be paid, (a) the actual 
travelling expenses incurred by him in travelling from his place of 
residence to the place where the council holds its session and return, 
but no payment shall be made to a member in respect of more than one 
return trip for each session of the council, and (b) an allowance for 
living expenses, not een fifteen dollars for each day in which the 
council is in session. 


In other words, Mr. Ae this is a provision that authorizes payments to 
be made. Under the authority of that provision and under the authority of 
section 19 of the act which permits the commissioner and council to make 
payments out of the revenue account, it is much the same as the appropriate 
act of parliament with respect to federal expenditures. Under the appropriate 
ordinance this year, item 612, the indemnity for elected members of the council 
is $8,000, and under item 613 for travelling and living allowances of members 
it is $12,517. This is the legislative authority under which these payments 
are made. In our view this is the proper legislative authority for such payments. 

The other point which the Auditor General makes is that five of the nine 
members of the council are appointed by the crown and therefore it seems 
desirable that the independence of the elected members be safeguarded. On 
that, Mr. Chairman, all I can say is that the appropriations are always in 
general terms and that there is never any distinction drawn between the 
elected and the appoitned members, and there has never been one case in 
the entire history of the council when it was divided on the point of appointed 
versus elected members. So, I do not think there is any need for protection. 

@. In connection with your view to the effect that the matter of pro- 
viding funds for travelling expenses is a matter of concern to the Northwest 
Territories council rather than to the parliament of Canada, would it not be 
appropriate to draw a parallel there by making a comparison between the ~ 
Northwest Territories council and a provincial government? After all, a 
provincial government provides for the indemnities and travelling expenses 
of its members of parliament, and do you not think that the Northwest Terri- 
tories council is more or less in the same position as far as the indemnities 
and travelling expenses of its members are concerned?—A. I think so, sir. I 
think, in general, the position of the council is that it has the legislative 
authority of a province except for natural resources. The other exception, of 
course, is that an ordinance of the council can be disallowed within two years 
by the governor in council. With these exceptions, it is in exactly the same 
position as a provincial legislature. 


By Mr. Harkness: 


Q. Is the point not that the indemnity and travelling expenses are provided 
for by a federal act of parliament?—-A. They are not. If you mean the amount 
of money is provided, that is not the case. The amount of money is 
provided out of the Northwest Territories revenues. 

Q. But the legislative authority for paying the expenses— 

The CHAIRMAN: You might allow Mr. Robertson to finish. 

The WITNESS: I was going to say that the revenues of the Northwest 
Territories are made up much the same way as the revenues of a province are 
made. There is a tax agreement with the federal government which provides 
a large source of revenue and there are other sources of revenues like liquor 
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revenues and taxes within the Northwest Territories. The Northwest Terri- 
tories Act authorizes the commissioner in council to make expenditures out of 
the Northwest Territories revenues, and section 12 is a particular authorization 
with respect to the expenses of members of the council. But these are just 
empowering sections, and then the council is empowered to pay the expenses 
out of the Northwest Territories revenues. 


By Mr. Harkness: 


Q. There is an act which we passed last year which provides for the 
indemnity and for the travelling expenses.—A. Mr. Chairman, the act was 
amended last year. It was amended to change the indemnities. The indem- 
nities are specifically provided as to maximum amounts and minimum amounts. 
These were stated in the amendment to which Mr. Harkness refers. The 
travelling and living expenses were not changed. Those are the ones contained 
in the Northwest Territories Act which is included in the revised statutes of 
1952. 


By the Chairman: 


Q. Was that amendment in force in the fiscal year to which the Auditor 
General’s report applies?—-A. No. The amendment was not in force in that 
year; but the amendment does not affect the expenses to which he referred. 
That section which relates to expenses simply says that each member of the 
council may be paid actual travelling expenses aus an allowance for living 
expenses not exceeding $25 a day. 


By Mr. Monteith: 


Q. The Auditor General refers to: “Reference is now made to the subject 
because it was observed that two advances remained outstanding for many 
months.” JI wonder if Mr. Robertson has anything to say on that?—-A. Yes. 
Two advances were accounted for— 

Q. First of all, what do you mean by advances?—A. Suppose that a session 
is going to be held, like the session of the council which was held in January 
of this year, and the members, say, in Aklavik and in Fort Simpson and Fort 
Smith, are sent cheques in advance of the session to provide for their living 
and travelling expenses in order to come to the session in Ottawa. This is 
necessary because most of the members do not have any private means or any 
means of any consequence at all. After they have come to the session and 
return to their place of residence they are supposed to submit an itemized 
account of their travelling expenses and a statement of the days for which they 
are entitled to living expenses, and to make refund of whatever the balance 
is of their advance. In two cases there was a considerable delay in getting 
those back. In one case I think it was because the member was a new member 
and did not understand the procedure. In another case it was because of the 
difficulties regarding transportation. In Aklavik you have six months when 
you cannot get mail in and out, and also the member at this place is a trapper 
who is out for a considerable period. 


By Mr. Cavers: 
Q. What is the usual length of a session?—-A. Normally from a week to 
ten days. 
Q. And there are two sessions each year?—A. Yes. 


By Mr. Applewhaite: 

Q. Is the Auditor General of Canada the Auditor General of the Northwest 
Territories Council?—A. The Northwest Territories revenues are a special 
account in the Consolidated Revenue Fund and they do come under the Auditor 
General’s audit in that respect. 


~ 


166 STANDING COMMITTEE 


Q. In the auditing of the revenue and disbursements of the Northwest 
Territories ‘Council does the Auditor General report to the Council?—-A. No. - 

Q. The only report which he makes is to the parliament of Canada?— 
A. That is right, sir. 

The CHAIRMAN: Has the committee finished with the witness? 

Then, if there are not any more questions, it only remains for me to thank 
you, Mr. Robertson, for coming and for having given this very excellent and 
clear explanation. I would also like to thank the other gentlemen for their 
attendance. 

Gentlemen, before you go, first I would like to ask the members of the 
steering committee to remain. Secondly, as we waited for nearly half an hour 
before we had a quorum today, I think I should bring up again the matter of 
reducing the quorum. Last time I suggested that it be reduced from 15 to 10. 
I would like to know what the feeling of the committee is on that point after 
our experience this morning. What do you think, Mr. Harkness? 


Mr. HarKnEss: I certainly do not like sitting around for half an hour in 
order to get the proceddings started, but, it seems to me, in view of the number 
of people on this committee, that reducing the quorum to 10 should not be 


necessary. 

The CHAIRMAN: Perhaps we might reduce it to 12. 

Mr. CAVERS: I would suggest it be reduced to 12. 

Mr. APPLEWHAITE: I would like to express the opinion that if there are 
not 15 members who are sufficiently interested to attend that you might as well 
wipe the committee out. 

The CHAIRMAN: Your argument would apply to all other committees of 


_ the house. 


Mr. APPLEWHAITE: Yes. 

The CHAIRMAN: All other committees reduced their quorum. Are there 
any other remarks on this? 

Mr. Cavers: Mr. Chairman, I would move that for the subsequent meetings 
of the committee the quorum be reduced from 15 members to 12 members. 

The CHAIRMAN: Mr. Schneider is the seconder. 

Motion agreed to. | 

Mr. POMMER: What is it proposed that our item of business will be at the 
next meeting? 

The CHAIRMAN: I thought that I should have a meeting of the apenas com- 
mittee to decide that. 
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MINUTES OF PROCEEDINGS 


THURSDAY, July 5, 1956. 
(10) 


The Standing Committee on Public Accounts met this day at 11 o’clock a.m. 
The Chairman, Mr. Charles A. Cannon, presided. 


Members present: Messrs. Applewhaite, Ashbourne, Breton, Cannon, 
Cavers, Cloutier, Denis, Hamilton (Notre-Dame-de-Grace), Harkness, Kirk 
‘(Antigonish-Guysborough), Laflamme, McGregor, Menard, Mitchell (Sudbury), 
Monteith, Schneider, and Thomas—17. 


In attendance: From the Department of Defence Production: Mr. D. A. 
Golden, Deputy Minister, Mr. G. W. Hunter, Assistant Deputy Minister, Mr. 
J. M. Dymond, Director, Gun Branch, Mr. R. M. Keith, Financial Advisor, Mr. 
E. C. Perkins, Contracts. Review Officer. 


The Committee resumed its study of the Public Accounts (1955) Books I 
and II, in particular Paragraph 36 of the Auditor General’s Report thereon, 
relating to the production of 3”/50 Twin Mount Gun Contracts. 


Mr. D. A. Golden was called and made a statement on the production costs 
of said guns and the comments thereon of the Auditor General. 


In the course of his examination, Mr. Golden was assisted by Messrs. 
Hunter, Dymond and Perkins. He tabled the-following document which was 
ordered printed: (See Appendix I) 


Comparison of production costs between U.S. and Canadian contents 
based on costs as at February 29, 1956 (3”/50 Twin Mount Gun Contracts, 
Sorel Industries Limited). 


Mr. Golden was questioned. 


Information was requested with respect to: 


1 - Figures for board paid by employees of Sorel Industries Limited 
(staff boarding) 


2 - Percentage of cost on parts and materials imported from U.S. for 
all guns manufactured by Sorel Industries Limited. 


3 - Total payments to Sorel Industries Limited for production of guns 
and amounts paid by U.S. through Canadian Commercial Corpora- 
tion for guns shipped to U.S. 


The above was ordered appended to this day’s proceedings (see 
Appendix II). 


Mr. Golden’s examination was concluded and he was retired. 


The Chairman expressed the Committee’s appreciation to Mr. Golden 
and his officials and at 12.50 p.m. the Committee adjourned to the call of 
the Chair. 


Antonio Plouffe, 
Assistant Chief Clerk of Committees. 
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EVIDENCE 


July 5, 1956. 
11.00 A.M. 


The CHAIRMAN: We have a quorum, gentlemen. We were examining 
the Auditor General’s report and we got to paragraph 36, in which he drew 
attention to the fact that there was a difference in the price between guns 


manufactured for the United States navy, and guns manufactured for the 


Canadian navy. Mr. Sellar was unable to answer all the questions that were 
asked of him at that time. 
On page 64 of the printed report of the proceedings of our committee 


I said the following to Mr. Harkness: “I gave that undertaking before, Mr. 
_ Harkness, that if it was’ the desire of the committee, at the suggestion of any 


member of the committee, to assign people from the department to go into a 


_ transaction in detail, that it would be done.” So to carry out that undertaking 
I have here this morning Mr. Golden, the Deputy Minister of the Department 


of Defence Production, and Mr. G. W. Hunter, the assistant deputy minister 
of the same department, and Mr. J. M. Dymond, the director of the gun 


_ branch. 


Mr. Golden has a statement to make to the committee. After he has made 
this statement he will be at the disposal of the members of the committee to 
answer any questions. 


Mr. D. A. Golden, Deputy Minister, Department of Defence Production, called: 


The reference by the Auditor General in item No. 36 of his report to a 
difference of some $112,000 each in the cost of the 3”/50 twin mount A/A guns 
to the U.S. and Canadian governments was based upon the best estimates 
available at the time of his examination. A more recent estimate, which is 
very close to actual costs, shows the difference to be $102,450. This contract 
was carried out by Sorel Industries Limited of Sorel, P.Q. 

Apart from minor extras for special type fire control required by the 
Canadian navy, duties and taxes included in the Canadian but not the U.S. 
cost, and the cost of certain parts furnished on a ‘free issue” basis by the U.S. 
government but for which the Canadian contract was naturally chargeable, the 
difference in price is accounted for mainly by three classes of expenditure 
which were considered to apply to Canadian account only, inasmuch as they 
relate to the re-establishment of Canada’s only facility for the production of 
heavy guns which were urgently required by the Services at the outbreak of 
the Korean war. 

The first of these items is preproduction and learning expenses, which 
totalled $1,525,428, or $33,158 per mount produced for Canadian account. This 


-amount represented general overhead costs of the first year’s operations in 


excess of the amount of overhead which could be properly absorbed in the 
relatively small volume of production during that period, bearing in mind that 
the plant had to be reactivated and staffed from a virtual shutdown condition. 
Included in this amount are the costs of recruiting and training some 4,000 
employes, many of whom had had no previous experience in this type of work 
since, due to the rapid expansion in the defence industry in the Montreal area 


during the same period, it was necessary to draw heavily upon the population 
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of the immediate vicinity of Sorel who were largely unskilled in production — 
techniques. In order to obtain the necessary complement of engineering and — 
technical personnel to direct operations, it was necessary to go as far afield ~ 
as the West Coast and the United Kingdom and to arrange for their transport — 
to Sorel. . 
The second major item in the category of charges which were considered 4 
to relate exclusively to the establishment of a Canadian facility for heavy ~ 
gun production was the cost of plant and staff house rehabilitation, totalling 4 
$908,453, or $19,879 per mount. This expenditure covered the cost of rehabilita- — 
tion and rearrangement of plant and equipment in order to place them in an — 
operating condition after a five-year period of idleness. This item also includes 
an amount of $215,000 for the rehabilitation of staff houses, which had fallen ; 
into disrepair during the period, but which were most essential due to the . 
grave housing shortage which existed in Sorel at that particular time. | 

The third item of expenditure of a similar nature represented a portion ~ 
of the settlement made with the contractor to compensate for the cost of © 
maintaining this highly specialized facility (which had little or no economic ~ 
commercial use) during the period from 1945 to 1950, which amounted to 
$1,338,436, or $35,074 per mount. This charge, relating as it did to a prior — 
period, was not applicable to current production for U.S. account, but was — 
apportioned over all Canadian contracts for the three-year period from 1951 — 
to 1953 inclusive. In this way, the standby maintenance costs (which, ~ 
incidentally, were non-profit-bearing) were completely segregated from ~ 
production costs and profit thereon, and permitted contractual negotiations — 
with Sorel Industries Limited to be carried out on the same basis as other — 
defence contractors who were not in this position. 

While it is true that the recorded price of guns for Canadian account 
exceeded the price to the U.S. navy, it should be remembered that the charging ~ 
of standby maintenance, rehabilitation, and preliminary expenses to Canadian ~ 
account will benefit all subsequent Canadian gun production carried out by this ~ 
facility. A further advantage to Canada which should not be overlooked is 
that the U.S. order for 180 guns (contrasted with Canada’s 46) absorbed 
approximately four-fifths of the fixed overhead charges relating to this © 
contract, and resulted in substantial cost reductions by reason of increased 
efficiency over the greater production run, which were shared equally by 
both governments. 


By Mr. Harkness: 


Q. In his report, Mr. Sellar states, ‘In lieu of the first arrangement it 
offered $45 million for the production of 180 guns, and this was accepted’. — 
What was the first arrangement?—-A. I think the first arrangement was a. 
price-to-be-negotiated basis, and the first order was for a number substan- — 
tially less than the number of guns ultimately ordered by the United States. 

Q. You say it was to be a negotiated basis. Was there no definite figure 
in this first arrangement?—-A. There was a figure, yes, for estimating purposes, — 
and for funding purposes, as I recall it. 

@. Have you got a copy of this first arrangement?—-A. Yes, I am sure we 
have. The first document that I have here refers to 40 mounts, and it says it is — 
estimated that the definitive contract will be in the amount of $10 million. 

Q. For 40 guns?—A. Yes. 

Q. That is about $6,000 more than the United States finally paid for the 
guns they did get?—-A. Mr. Harkness, the amount included in the first docu- 
ment was the amount put in in order to get the work rolling, and to get 
contractual negotiations started, and to have something which would permit 
us to get Sorel going. I do not think the $10 million at this stage was intended ~ 
to be definitive in any way. 


¢ 


TR a oe 


et 


PUBLIC ACCOUNTS 171 


Q. That was the agreement between the Department of Defence Produc- 
tion and the United States was it?—-A. Actually it would be between the 
Canadian Commercial Corporation and the United States, and then the Cana- 
dian Commercial Corporation would request the Department of Defence 
Production to arrange for production at Sorel Industries. 

@. Then you proceeded from there to make a contract with Sorel 
Industries?—A. Yes. 

Q. What are the terms in the contract with Sorel Industries?—A. There 
are quite a number of contractual documents which went forward, but by 


~ and large our arrangement with Sorel would be back to back with the 


arrangement that Canadian Commercial Corporation had with the United 
States navy. 

Q@. What do you mean, “back to back’??—-A. The same terms. 

Q. In other words they were going to get approximately $250,000 a gun?— 
A. The first document that I have here to Sorel Industries, which took place 
before the Department of Defence Production was set up, is in the same terms 
as the document which Canadian Commercial Corporation got from the United 
States navy. 

Q. That would be this $10 million for 40 guns? 

The CHAIRMAN: Does it mention a figure? 


The WITNESS: It mentions a limitation on the expenditure of $8 million, 
which was the amount referred to in the American letter of intent, that only 
$8 million could be committed, and that is what the document to Sorel said. 


By Mr. Harkness: 

- @. When did the other arrangements with Sorel Industries—who made 
them, and when were they made in regard to these three items of expenses, 
which they were allowed: the plant and staff house rehabilitation, $908,000; 
the plant maintenance costs, covering partial compensation for the expense of 
retaining this facility? How much was the total of that? Or, in other words, 
could you tell us what contracts there were with Sorel in regard to the other 
expenditures they were to be allowed, particularly these items which amounted 
in total to $112,000 per gun extra which Canada paid?—-A. These were arrange- 
ments made between the department and Sorel Industries without any indi- 
cation at that time to Sorel as to whether the United States government, or 
the Canadian government would be the government that would finally pay 
that. As far as Sorel was concerned, they were entitled to receive these 
payments. 

Q@. What I have not got very clear in my mind is this: what contracts were 
made with Sorel when the contract was made with them which was back to 
back with the order for 40 guns from the United States, which was $10 million, 
and then you say it was actually a commitment of $8 million? Now, in © 
addition to that there were apparently contracts made with Sorel to pay 
them varying amounts for three items. What were these three contracts, or 
were they one contract?—-A. I have a list here of 20 amendments, and 11 
further amendments, and 27 further amendments. I am not sure that I can 
pick out the specific amendment to which you are referring now, Mr. Harkness. 

Q. In the statement that you read, which in effect was much the same as 
the statement Mr. Howe made in the house on Friday, June 29, and which is 
contained in Hansard for that date on page 5522, there are three items men- 
tioned. Now, the first of these is plant and staff rehabilitation expenses totalling 
some $908,000. Now, how was that entered into?—-A. The record I have here 
indicates that amendment No. 23 entered into on March 28, 1955 gives formal 
instructions relating to the items which you have just mentioned. I think they 
would, of course, have been negotiating for some considerable time before 
that. 
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Q. In other words these various items—what are they in dollars exactly? 


The first one is $908,000. The second one is not given in this Hansard evidence. 
It says it came to $35,074 per mount.—A. I make it $88,111 per mount. Is that 
what you wanted, or do you want the total figure? 

Q. No, I want the total figures for these three items. The first item is 
given as $908,000 or $19,900 per gun. 

Mr. MONTEITH: That was the second item you read this morning. 

The CHAIRMAN: They are in the statement that Mr. Golden gave. 


The WITNESS: Perhaps we can add them up. The figures are: $1,525,428— 


$908,453—-$1,338,436. Those are the three items. 


By Mr. Harkness: 
@. These’ were all arrived at after the guns nas been produced?— 


A. No. These figures were arrived at while the guns were being produced. 


@. Did you not just give a date in 1955 which was after the delivery date 
of most of these guns?—A. I said that the March, 1955, date was the date I 
have on which the formal document was passed; but that does not mean that 
that was the time at which the agreement was arrived at. 

It is pointed out to me that all these figures would have to be settled 
finally by the cost inspection and audit division making an audit and issuing a 
certificate as to the actual cost incurred. 

Q. In respect to the original contract that was made with Sorel Industries, 
you think this was a general approximate cost, $250,000 a gun, and in 
addition to that you made an agreement with them, did you, saying that you 
would pay for these three items depending on what they came to?—A. I think 
that is substantially correct. 

@. Was that an open agreement, or was there any definite amount 
settled that you would provide for these three items?—A. I think the nature 
of the item was agreed to, and the cost would have to be those costs properly 


incurred in connection with these items, as approved by the cost inspection — 


and audit division of the treasury. 
Q. Was this plant in use at all before this thing started?—A. There was 


some attempt made, on a limited basis, to find commercial production! which . 


could take place in this plant, and I understand they were pretty unsuccessful. 

Q. You say unsuccessfully?—-A. Yes, unsuccessfully; this is a very large 
and very specialized facility. 

The CHAIRMAN: What would be the cost of the facilities in terms of millions 
of dollars? 

The WITNESS: Do you mean the replacement cost or the original cost? 

The CHAIRMAN: The original cost. 

The WITNESS: About $25 million. 

The CHAIRMAN: Thank you. 


By Mr. Hamilton (Notre-Dame-de-Grace): 


Q. Is this sort of happening which we see here normal in a situation of 
this sort? Have you any comparable example that happened in other Canadian 
purchases?—-A. I am not sure that I get the particular aspect of this transaction 
which you mean. 

Q. First of all, where the United States pays a substantially lower price 
for a similar unit than the Canadian government, well, let us stop at that 
point for a moment; where the United States pays a substantially lower price 
for a unit of production than does the Canadian government.—A. I would 
regard this as most unusual, and based on most unusual circumstances. 

Q. Right; so this is a special case?—-A. I would think so, yes. 
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Q. Right; now could you cite us another supplier of major military 
equipment to the Canadian government—lI just want to use some comparable 
company as a basis of departure for certain questions I want to ask; what 
about the Canadian Car and Foundry Company, do they manufacture gun 
mounts?—-A. No, not gun mounts. They have made sales to the Canadian 
and the United States governments. 

Q. Or what about Vickers? Do they manufacture gun mounts?—A. I know 
of no other plant in Canada which either manufactures or sells similar products; 
there is no other plant to my knowledge. 

Q. All right; you say Canadian Car and Foundry or Vickers would be 
making sales of heavy material from time to time to the Canadian government 
for defence purposes.—A. Yes. 

Q. All right; what I am trying to find here—not being too conversant 
with your tendering practice or your contract practice— —A. There was no 
tendering here at all. 

Q. No; this was a negotiated contract?—-A. This was the only facility in 
Canada capable of doing this sort of work. 

Q. In the initial stage your department enters into a discussion with 
Sorel Industries which is designed to lead to the production of gun mounts 
for the Canadian army?—A. For the navy in this case! 

@. Oh yes, for the navy;-and at that point was there any thought in mind 
that the United States would also be taking any portion of this production?— 
A. The American order was definitely in contemplation at the time, but in 
actual fact the Canadian order happened to be placed first. 

Q. Right; now the first document which goes into the evidence as I under- 
stand it is something which says it envisioned the production of some 40 gun 
mounts at a total cost of $10 million. Is that correct?—-A. No, that is not 
correct. I would not regard any of the earlier documents coming from the 
United States navy as being anything but a reflection of the money which they 
had set aside for this contract and as a rough estimate of what they thought 
this contract might require. It would not be any more of a meeting of the 
minds than that in the early stage. 

Q. You did quote a little while ago from an agreement of some type 
which mentioned 40 guns and $10 million.—A. Yes. 

Q. What is the title of such agreement? What is its legal nature or 
standing?—A. I think that was a letter of intent. At this time production 
and getting things rolling was regarded perhaps as more important than 
having the paper work catch up with it; it was a letter of intent, knowing 
that ultimately a contract would be entered into. 

Q. Right. So we then have—what was the date of that, apero ee 
A. It was some time in 1950; October, 1950. 

Q. So, in October 1950 we issued a letter of intent to Sorel?—-A. No, in 
October 1950 the Canadian Commercial Corporation got a letter of intent 
from the department of the navy in the United States, and in November, 1950, 
the letter of intent was placed with Sorel Industries. 

Q. In other words—this is interesting; you say the Canadian Commercial 
Corporation got a letter of intent from the department of the navy in the 
United States; what about the Canadian portion of this order?—-A. Oh, I am 
sorry; I thought that you were referring to the American order. 

On August 23rd, 1950 the Canadian Commercial Corporation sent a letter 
of intent to Sorel Industries, dealing with the same production for Canadian 
account. 

Q@. And that letter of intent from the Canadian Commercial Corporation 
to Sorel Industries was based upon a documentation from the Canadian 
authorities?—-A. A contract demand from the Royal Canadian Navy, dated 
August 3, 1950. 
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Q@. And how many guns did that original letter of intent of August 23, 
1950 state?—-A. Seven! | 

Q. You say seven, at a total price of what?—-A. There is no price. 
A figure was set aside of $2,100,000. 

Q. You say $2,100,000, so that actually at that point—let us say during 
the month of October as I understand it, we are in this position: the 
Canadian Commercial Corporation has gone to Sorel Industries with two 
letters of intent, one on behalf of the Canadian Navy which indicates their 
plan to purchase seven of these units at a total cost of $2,100,000 or approxi- 
mately $300,000 a piece; and another, based on a United States Navy plan 
for 40, for $10 million, $250,000. Is that correct?—-A. Yes, I think that is 
correct. = 

Q. Why at that point, let us say, in August, when you first placed your 
letter of intent regarding Canadian requirements, you had no positive indica- 
tion whatsoever from the United States that they were going to require an 
additional supply?—-A. If you include the word “positive’’, I think that would 
be correct. 


By the Chairman: 


Q@. Did you have some indication that was not positive?—-A. We had an 
indication that an order would be placed by the United States authorities, 
but Mr. Hamilton asked if we had a positive indication. It seems to me that a 
positive indication would have to be an order at that time and we did not 
have an order. 


By Mr. Hamilton (Notre-Dame-de-Grace): 

Q@. But negotiations were going on?—-A. Yes. The United States Navy had 
sent production specialists before this time to Canada to survey the possibilities 
of having some production for their own account at Sorel. 

@. Do you remember off hand when these people were up discussing 
this matter?—-A. I think one occasion was in July of 1950, but how many other 
discussions took place I do not know. 

@. It was shortly before the Canadian letter of intent was sent. Let us 
leave it there for the moment. In the case of other equipment for the 
Canadian armed services, you would be following a similar pattern with other 
companies?—-A. Similar to what? 

@. Similar to the pattern followed with Sorel Industries; that was a 
pattern in which you issued—or the Canadian Commercial Corporation issued 
on the basis of requirements indicated by the armed services, a letter of intent 
to the manufacturer?—-A. That is a common form of entering into a contract, 
and it has occurred in other instances, yes. ‘ 


Q. And some of those cases would be where part of the equipment is” 


required for the Canadian armed services and part for the United States?— 
A. I am not sure that I can think of similar circumstances at the moment, 
but there may be some. 

Q. Is this the only case in which we have bought equipment for the 
United States?—-A. No, but it is the only case which comes to my mind imme- 
diately where it was done on this basis. We have sold many things to the 
United States on the basis of being the low tenderer or on the basis of having 
an item in production which they wanted and on which we were able to quote 
a price to them and it was satisfactory, and they got it; but I cannot at the 
moment think of a case on all fours with the present one. . There was no 
production at all by Sorel Industries at the time coming to the governments 
indicated, but they wished to get the end product. 
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Q. Were these particular factors, which resulted in the difference in the 
end prices between the United States requirements and the Canadian require- 
ments, envisioned at all at the time of this original letter of intent?—A. I 
cannot answer that; I do not know what was envisioned, or what was con- 
templated would be in the final agreements that would be entered into between 
the company and the two governments. 


By Mr. Harkness: 

Q@. Was Sorel Industries aware at that time that the Canadian government 
was going to pay this total; the cost of these three items which you mentioned, 
totalling $3 million odd?—A. Sorel Industries would have no contractual 
relationship with the United States authorities whatsoever. Any authority 
which they got for the expenditure of funds and for the reimbursement for 
expenditures must come from some agency of the Canadian government, and 
these expenditures were authorized, the three items which you mentioned; 
but they would not know. 

@. You mean they were authorized eventually?—-A. They were ‘authorized 
long before the date which I indicated was that of the final agreement on the 
actual figures in March 1955. 

Q@. Were Sorel Industries told at the time that this first letter of intent 
was sent to them, or whatever you wish to call it, that the dominion government 
was going to take up the cost of these three items building rehabilitation; 
training expenditures; and rehabilitation of staff houses, and so on?—A. I 
cannot pin point it that way. These discussions would take place before the 
‘time when these matters went forward, but whether actually it was before 
or after October 1950, I cannot say. 


By Mr. Hamilton (Notre-Dame-de-Grace) : 

Q. The interesting point to me about this, Mr. Chairman, is this: if any 
corporation is going to go into a major operation of this sort, they must surely 
realize—and the Canadian government must equally surely have realized— 
that the particular items which are in question, the three major items which 
relate in a difference in cost, are going to be factors; you know you are going 
.to have tooling-up, and you know you are going to have to train your men, 
and you know. you are going to have to house them. So we must have been 
aware of that fact in 1950 at the time of these letters of intent.—A. Yes. 

Q. And that leads me, or it would lead me to the conclusion that these 
factors were taken into consideration at the time of arriving at this original 
estimate; but when the bill comes to be paid, however, we find that the United 
States price if anything is a little lower, I think, than Se and we 
have it as $244,000 a gun.—A. No, $250,000. 

Q. I mean the eventual price paid. 

Mr. HarKnNEsS: Mr. Sellar said it was $244,000. 


The WITNESS: Are you speaking of the cost or the price? 


-By Mr. Hamilton (Notre-Dame-de-Grac): 

Q. The cost.—A. The cost is $244,000 and they paid $250,000. 

Q. They paid the Canadian government?—A. The cost is $244,000 and 
the United States government paid $250,000. 

Q. Right; so the United States government paid the same amount as in 
the original letter of intent which was $250,000 for 40 guns, or $10 million?— 
A. Well, mathematically that is correct, but I do not agree With you that it 
was the price agreed upon at that time. 

@. I mean that it was the contemplated price in the letter of intent.— 
A. It was the amount set aside by the United States Navy at that time. 
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Q. Right; whereas the Canadian government for which we can find a 
figure arrived at in a similar manner of $300,000, ends up with paying some 
$356,000; that is correct again, is it not?—-A. $348,000. 

Q. Right; now, why were the particular circumstances—or at what point— 
what took place that resulted in this disparity between these two figures, one 
of which is the same as that in the letter of intent of October 1950 for the 
United States and one which is substantially greater than that in the letter of 
intent of August 23, 1950; and I might add one point which is that in each 
case, as I understand it, the number of units was substantially greater than 
was originally contemplated.—A. That is correct. 

Q@. Normally I would take it that under those circumstances the price and 
the cost would be substantially less.—A. Well, I do not know if the number 
was greater, or substantially greater than was originally contemplated, but 
it was substantially greater than the number originally contracted for; that is 
correct. 

Q. What major factor resulted in this eventual outcome which is different 
from what one might have expected?—-A. I am not sure that I can answer that. 
In the course of negotiations which extended over several years it was ultimately 
agreed that these items to which you refer were properly chargeable to 
Canada as relating to Canadian facilities which are in being and producing 
not only 3’/50 naval guns, but 105mm and 155mm howitzers, and so it was 
agreed that the payments by the United States of $45 million under all the 
circumstances was requisite. 

Q. I have just one more question: were any representations made at that 
time by the United States government to the Canadian government in respect 
to this matter, or was this purely a voluntary action on the part of the 
Canadian government?—-A. I am sorry, I do not understand that; you say 
voluntary action in what way? 

Q. I mean which resulted in the eventual price charged to the United 
States? Did the United States come up here at any point, or through their 
representatives and say to the Department of Defence Production: ‘“‘We do 
not think that we should be charged with this: or we feel that the proper price 
to us takes these factors into account and not these?’”—A. Certainly; they 
said many things; negotiations were taking place almost continuously over 
several years and I have no doubt that they inspected everything because they 
had a very large team of skilled people at Sorel living there permanently. 
We had some of their machine tools at Sorel, and they paid for the chrome. 
plating plant at Sorel; but I cannot think of any of these things that were not 
discussed. I am sure that I cannot put my finger on the point you mentioned, 
but certainly many things were discussed in the course of the negotiation 
of this price. 


By Mr. Applewhaite: 

Q. Before I ask one or two questions I would like to clear up one thing. 
The original letter of intent which has been referred to in connection with 
the first Canadian purchase—did that letter quote approximately a price of 
$300,000 per unit, or was that price just a matter of departmental figuring? 
Was that price at that time quoted or discussed with Sorel?—A. I shall have 
that for you in a minute. There is no reference to cost in the letter of intent, 
I mean the first letter of intent, dealing with the Canadian order. 


& 


By Mr. Harkness: 


Q. Did you not say there was a letter of intent mentioning seven guns 
at a cost of $2,700,000?—-A. No. I said that the Royal Canadian Navy—I mean 
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if I did not say it, I meant to say that the Royal Canadian Navy had set up 
$2,100,000 in their financial encumbrance when they sent the contract demand 
over. 
By Mr. Monteith: 
Q. The letter of intent did not definitely designate that?—A. No. 


By Mr. Applewhaite: 

Q. There were three major items referred to, the plant, the staff, and 
the house rehabilitation, which was something in the neighbourhood of 
$900,000; was that whole amount charged to. this one group of mounts of the 
order of 46?—-A. Yes, it was all charged to the 46 Canadian mounts. 

@. The auditor general suggests that to an undetermined degree the sub- 
sequent production of mounts was beneficial—A. Oh yes, without question. 

Q@. You agree to that?—A. Yes, without question. 

Q. First of all, I would like to know roughly what was the subsequent 
amount of production on Canadian account; and consequently how did you 
justify the statement that the subsequent production benefited by this payment 
against the 46 guns?—-A. There was something in the order or magnitude of 
$30 million in other contracts there, and this expenditure of course would be 
substantially greater if these expenditures had not been absorbed by the 
3”/50 gun contract. 


_The CHAIRMAN: If they had not been absorbed by that contract, they 
would have had to be absorbed in subsequent contracts placed by the govern- 
ment, and the government would still have had to pay. 


The WITNESS: Not only these items, but also the question of absorbing 
the training of a very large number of unskilled men, and their overhead. 


By Mr. Applewhaite: 

@. Are you saying in effect that a large amount of capital expenditure 
was charged to one particular order?—-A. I am advised that there is some 
question about whether this should properly be referred to as capital. But it 
certainly is an expenditure which had to be made. If it were not charged 
against this contract it would have to be charged against some other contract. 

@. To use the words of another questioner, is that a normal practice?— 
A. I am having a great deal of difficulty, sir, in dealing with normalcy in this 
area where you are dealing with a mammoth plant which only has one reason 
for existence, and where you tried to take it, in a time of emergency, from the 
position of virtual shut down and create a modern gun plant out of it. From 
that point of view I am having a great deal of difficulty with normalcy. 

Q. I will admit the emergency. I will tell you frankly what I have got 
in the back of my mind, and that is: how can we justify, in fairness to the 
navy, charging approximately $3 million of over-all plant expenses against 
one navy order?—A. Because it was the only formal order in existence at 
that time, even though it was contemplated that at some later date other 
contracts would be placed there. But, it was the only formal order in existence 
in 1950. 


By Mr. Monteith: 
Q. You do that anyhow, do you not? You try to get rid of it?—A. I beg 
your pardon? 
@. Would it not be reasonable to get rid of that amount in the one order 
at that time? It was your only formal order?—A. It was, yes. 
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By Mr. Applewhaite: 

Q@. I do not want to get into an biecuttettt across the table, but I do not 
think we should leave that statement on the record, surely. Supposing you 
had competition, and you were in a competitive business and you charged 
your whole plant up to the first order, and then you sell to competitors cheaper? 
—A. Mr. Applewhaite, an entirely different consideration prevails if we are. 
going to talk about competitive tenders. I tried to indicate that nothing 
should be drawn here from this incident in relation to the more normal method 
of contracting, where an item is known, and a plant is in existence, and so on. 

Q. Then I am right in saying that it is not the normal practice to charge 
such a large chunk of that type of expenditure against one order?—-A. Oh, no. 
All I am saying is, to discuss this in relation to what would happen in com- 
petitive tender calling seems to me to be unrealistic. 


By Mr. McGregor: 

Q. Do I understand that this $3,772,000 was made for the purpose of the 
manufacturing of these guns?—-A. No. There are three separate items! One 
is the cost of absorbing a very substantial preproduction and learning expenses. 
The second is the rehabilitation expenses, and the third is the standby main- 
tenance payment for the standby maintenance of the plant for five years. 


By Mr. Monteith: 

@. Could you give us a little more detail on that third one, Mr. Chairman, 
standby maintenance? You mentioned it I think earlier in your report. Would 
you mind reading your statement again, that portion of it with respect to the 
third item? Read it slower. I did not quite catch it all as’you were reading it 
before.—A. “The third item of expenditure of a similar nature represented a 
portion of the settlement made with the contractor to compensate for the cost 
of maintaining this highly specialized facility (which had little or no economic 
commercial use) during the period from 1945 to 1950, which amounted to 
$1,338,436, or $35,074 per mount. This charge, relating as it did to a prior 
period, was not applicable to current production for U.S. account, but was 
apportioned over all Canadian contracts for the three-year period from 1951 
to 1953 inclusive. In this way, the standby maintenance costs which, inci- 
dentally, were non-profit-bearing, were completely segregated from production 
costs and profit thereon, and permitted contractual negotiations with Sorel 
Industries Limited to be carried out on the same basis as other defence con- 
tractors who were not in this position.” 

Q. In other words your last sentence there was to the effect that you had 
entered into similar settlement with other defence contractors besides Sorel? — 
A. No, we have not entered into any such settlement, but we entered into 
this one with Sorel so that after this had been concluded, or agreed to, we 
could then discuss profit with them in the same way as we would normally ; 
_ discuss it with other defence contractors. 

Q. If the Korea situation had never arisen would there have been any 
reason whatsoever to consider paying them $1,338,000-odd?—A. I would not 
thing so, no. 

@. In other words from 1945 to 1950 they were a private concern, and 
what happened to the company was primarily their consideration?—A. Correct. 

@. But the department felt called upon to reimburse them for some 
expenses entailed during that period in keeping their plant up, although there 
was no reason for them to expect further orders?—-A. We were satisfied that 
one way or another this expenditure would have to be met, and we chose to 
make it in this form. 


PUBLIC ACCOUNTS ) 479." 


Q. Now, it occurs to me that during this perod they were purely a private 
concern with no government contract, although I believe they did have some 
contract for changing freight cars into freezers or something of that kind?— 
A. I believe that is Marine Industries, another associate enterprise. 

Q. Getting back to Sorel, they were a private concern with no government. _ 
contracts for defence purposes during this period, and then along in 1950, 
when the department considered placing orders for armaments, it was con- 
sidered by the department that some of the expenses of maintaining this 
establishment during those five peace years was justifiable?—-A. We were faced 
with the situation where it seemed to us reasonable and fair that you have to 
adjust profit rates to meet the particular situation of a particular industry 
and it would appear, and it did appear to us, that there were other justifications 
for a profit rate here out of line with the standards which had been laid down 
for our guidance and ‘which we have adhered to. Therefore it was agreed 
that this would be picked up in this manner. 

Q. Mr. Chairman, I just cannot get through my mind why at this stage in 
1950 a loss, that you might say the company had suffered in five previous years 
should be picked up in subsequent contracts?—-A. The government was the 
beneficiary of a decision of Sorel Industries to try to maintain its plant, because 
the cost of setting up a plant if it had been abandoned would have been 
enormous. 

@. Had there been any intimation to the company in 1945 that they 
should keep this plant open?—A. I believe they were advised not to keep the 
plant open. 

Q. But despite that they went ahead and kept it open, and subsequently 
the government thought it should pickup this $1,338,000? 

The CHAIRMAN: Let me ask one question; if they had not kept it up, and 
it had been converted to be used for commercial purposes, how about the cost 
of reconverting it for defence purposes? How would that cost compare to the 
figure of $1,300,000 that has been mentioned? 

The WITNESS: I could not give any accurate guess. 

Mr. MonteEItTH: That is all right, Mr. Chairman, but I have not had an 
answer to my question. 

‘The CHAIRMAN: Just a minute, I have not had an answer to mine yet 
either. I would like to get one and you can ask yours after if you like. 

Mr. MonteEITH: I thought mine was first. 

The CHAIRMAN: Oh, I beg your pardon. I did not think you had asked your 
question before I asked mine. 

Mr. MontveITH: All right, you go ahead and get an answer to yours, and 
I can follow it. 

The WITNESS: I cannot anwser your question, Mr. Chairman, except to say 
that the expenditures would bear a direct ratio to the manner in which the 
plant had been abandoned, what happened to the machine tools and specialized 
facilities and so on. But, it is a very costly undertaking to provide facilities 
for heavy guns. 


By Mr. McGregor: 

Q. This plant was set up before for building guns?—-A. Yes. 

Q. Then why this heavy expenditure for the change, then, to build another 
type of gun?—-A. The chairman asked me what the expenditure would have 
been if between 1945 and 1950 this plant had been converted, broken up, or 
converted or abandoned, or sold, or the machine tools scrapped and so on. At 
least, I understood that to be the import of your question. 


The CHAIRMAN: Yes. 
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By Mr. Harkness: ‘ 

@. But, Mr. Golden, did you not say a short time ago that the company had 
attempted to convert this plant, but were unsuccessful in finding any use to 
which to put it?—-A. I do not know that they attempted to convert it. They 
attempted to do commercial work in it. 


By Mr. Monteith: | 

Q. I would just like to get one point cleared up. As I understood it, Mr. 
Golden says that in 1945 he believes the department advised them to. revert to 
peacetime industry, or look after themselves—shall we put it that way—and 
there was apparently no intimation that there would be any money forth- 
coming to assist them in keeping it in such a condition that it would be able - 
to produce armaments. Am I right in that rambling suggestion?—A. Some 
time between the period from 1945 to 1950—I would not like to pinpoint 
it as being 1945—I do not know this of my own personal knowledge— 

Q. They were apparently advised at some time that they would probably 
get no further orders, and the department would not pay any compensation to 
reimburse them for sustaining the type of production they were capable of?— 
A. That is substantially correct. | 

Q. And along in 1950 or subsequently, apparently an agreement was signed 
—in 1955. But, as you say, negotiations had been going on for some time and 
so on, and they decided to pick up this third item, $1,338,000-odd. Now, I 
cannot for the life of me see why that particular item should be picked up.. 
I can understand the preproduction and learning and the plant and staff house 
rehabilitation, but I cannot understand this $1,338,000 settlement with the con- 
‘tractor for this period from 1945 to 1950.—A. tii effect it is one method of 
providing a profit factor greater than we did in the other form. 

Q. The company just comes along and feels that because it has gone ahead 
and done what it was advised not to do it should still be paid for doing that? 
—A. Or the company feels that, being engaged in this type of business, and 
that there are very few years when you can operate profitably, those years 
have to absorb the losses of the other years, if you are going to stay in business. 

Q. All right, but they were still told to get out, or advised, shall I put it 
that way, to revert from wartime production. They did not do so, and they 
are operating as a private concern. In my estimation an item such as this 
should be their own worry and not the government.—A. It was their own worry, 
and they indicated in no uncertain terms that they would expect that their 
_ profit margin would include some element of compensation for the years when 
they operated at a loss. The funds have to come from somewhere if the plant 
is to be kept in operation. 

Q. Yes, but they kept it in operation against the advice of the department. 


By the Chairman: 

@. If you will allow me to do so, I think I can clear this up with one or 
two questions. If I understood correctly Mr. Goden, you said that this item, 
$1,300,000 was another method of assuring the manufacturer of a reasonable 
profit, apart from the other basis. Now, you did not say what the other basis 
was. I think I know that it was a percentage of the cost, was it not?—A. Yes. 

Q. Now, would it be correct to say, to make this clear to the committee, that 
if they had not got this $1,300,000 as a payment to compensate them for their 
actual charges over that period, they would have asked for, and you would 
_ have very probably had to give them, more than 7 per cent as a profit on the 
rest of the contract?—-A. I would think so. 


The CHAIRMAN: Yes. 
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By Mr. Cavers: 


Q. Mr. Chairman, I just Aen to clear up one point. I understood the 
witness to say that the United States government also contributed capital 
towards the operation of this business in that they paid for the installation of 
a chrome plant, is that right? What was the amount paid by them in estab- 
lishing the chrome plant?—-A. The chrome plant was approximately $150,000. 
Their total contribution was in the neighbourhood of $1,200,000. 

Q. And was that included in the $250,000 per gun which they paid?—A. No. 

Q. It was not?—A. No. 

Q. In addition to the chrome plant, which they contributed, were there 
any other amounts that they paid in connection with this operation?—A. We got 
about $1 million worth of machinery from them. 

Q. $1 million worth of machinery from them, yes?—A. And they supplied 
and paid for a team of highly skilled technical personnel, who lived at Sorel. 

@. None of these amounts were included in the— 


The CHAIRMAN: Just a minute. I would like to get a figure on the record for 
that last item which you say they supplied and paid for. 


The WITNESS: We have never costed this, Mr. Chairman. They kept a 
substantial number of people there for about four years. We have never 
costed it. 


By Mr. Cavers: 


@. You have not any idea then of what that cost would have been over the 
period of four years?—-A. We have never done this. 


By Mr. Harkness: 


Q. What was the disposition of the chrome plant and tools that the Ameri- 
cans supplied?—-A. They are still there, still at Sorel. 

Q. And it belongs to the Americans?—A. Yes. 

Q. In other words it is there on loan?—-A. They allow us to use it for any 
defence contract that we have at Sorel, even though they have no similar 
contracts there. 

Q@. And is there rent paid for those?—A. No. 


By Mr. Hamilton (Notre-Dame-de-Grace) : 
Q@. No reimbursement at any point.in the United States?-—A. No. 


By Mr. Harkness: 


Q. Now, from what was said by the chairman or yourself, a little while 
ago, I understand that this was on a cost-plus basis, this contract?—-A. It was on 
a prices-to-be-determined basis, and Keser ae agreed to as a cost-plus 
contract. 

Q. What was the amount of profit atibwied 72 Ay 7 per cent. 

Q@. 7 per cent. Then what was the total amount, exclusive of this 
$3,772,000, what was the total amount paid to Sorel Industries on account 
of both the Canadian and American guns?—-A. I gather we have these figures 
based on unit prices, the same way Mr. Sellar did it. Would that be satisfactory? 

Q@. No. I really wanted to get the total cost to begin with, now. There 
seems to be an apparent disparity between the unit price that you have given 
and the unit price that Mr. Sellar gave, because he said the charge to the 
Royal Canadian Navy for the 46 guns delivered to us what about $356,000, 
but when that was brought up some time ago you said that price was $348 000? 
—-A. Yes. Mr. Sellar’s estimate was based on the information that was avail- 
able to him at the time. We have a more accurate picture now which changes 
it to $348,000. 

74353—2 


182 STANDING COMMITTEE 


Q. Does that mean that there were some costs that were put in, that 3 


were present when Mr. Sellar audited the books, that have since disappeared, © 


bringing this price down $8,000 apiece?—-A. It was largely a question of alloca- 


tion. There was nothing definite at the time. Mr. Sellar had the files available 
to him, but the actual figure is $348,793 for Canadian mounts and $246, 363 


for the American mounts. 


“By Mr. Monteith: 
Q. $363,000?—A. $348,793 versus $246,363. 


By Mr. Harkness: 

Q. In view of the fact that we have been working on somewhat different 
figures, what I would like to have is the total amount paid to Sorel for these 
guns and also the amount of that paid by the United States and the amount 
paid by Canada.—A. $348,793 multiplied by 46 and $246,363 multiplied by 
180. There may still be changes as the audit continues. 


@. And of that amount 7 per cent was profit?—-A: No. Not all of the. 


items are profit bearing. One of the items which members of the committee 
have been referring to—the $35,000, there is no 7 per cent on this item. 

Q@. What I asked for was the amount paid to Sorel, exclusive of this 
$3,772,000.—A. $283,129 per mount included profit. The comparable American 
figure is $249,498. 

Q. What is the total amount of profit? Have you got a figure for that? 
—A. Approximately $16,295 per mount on the U.S. contract, and $18,259 
per mount on the Canadian contract. 


By Mr. Monteith: 
Q. That is excluding this $3,772,000?—A. Yes. 


By Mr. Harkness: 
Q. $16,295, and $18,259?—A. Yes. 
@. Was the profit?—-A. That is accounted for by the fact that the Canadian 
mounts required substantially more spares than the American ones, since 


the American ones have very large depot spares. from other contracts which 


they have. 
By the Chairman: 


Q. Mr. Golden, I see you have some figures there. Have you copies of 


those that could be distributed to the committee?—-A. Yes. 

Q. I think it would be a good idea to distribute them if you have them 
available. These are figures showing the unit prices of the U.S. gun and of 
the Canadian gun.—A. Perhaps that would clear up some of the points. 


By Mr. Hamilton (Notre-Dame-de-Grace): 

@. While those are being distributed, Mr. Chairman, could Mr. Golden 
tell us what is the United States practice when they act as a buying agent, you 
might call them, for Canadian munitions and supplies, when a case such as 
this arises? Do you know of a similar instance in the United States?—A. To 
the best of my knowledge the American practice varies with the individual 
case. ! 

Q. But have certain Canadian purchases of munitions and supplies made 
in the United States through the United States government included the opera- 
tion of the tooling up and refurnishing of the plant necessary for that particular 
item?—A. I am advised that the best answer we could give is that we know 
of many cases where we have not paid this type of charge, where we have 
made purchases in the United States. 
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Q. Do we know of any cases where we have made— —A. We do not know . 


: of any, but it is possible that there may have been. Sometimes a unit price 


is quoted to you on a run where you might not be in a position to follow all 
of the factors which were taken into account in making up the price. 

Q@. So that if we were to examine each of our purchases in the United 
States we might find that it is quite possible that we have paid our share of 
expenditures such as the ones currently under discussion?—-A. I know of no 
such cases, but it is possible. 


By Mr. Monteith: 


Q@. Mr. Chairman, there is one figure that I am just not sure of in this 
first item, preproduction and learning, the total of $1,525,000. That works out 
at roughly $33,000 per mount. That is taking into consideration 46 mounts. 

Now, this settlement with the contractor item, when I was discussing 
before this $1,338,000, I think Mr. Golden mentioned that that came to about 
$35,000 per mount. That does not figure out mathematically. I just wonder 
whether there were lesser amounts taken into consideration there or what?—A. 
$35,074—it should be 1/46th of $1,338,036. 

Q. Well it is not. 

I see your note here on this $35,000 per mount says, ‘Portion of total 
settlement made with contractor to compensate for maintaining facility during 
period between 1945 and 1950.”” And then in brackets the words “‘(Apportioned 
over all Canadian contracts at the rate of $80,000 per month for three years)”’. 

So that that is apportioned a little differently than the other item. It is not 
taken on a straight 1/46th basis. 


By Mr. Applewhaite: 

Q. I would like to ask a question about this sheet of figures we have just 
had distributed. Pardon my use of the word, capital cost, but your heading 
here is, “Cost of setting up a facility—’’. You referred to cimiier expenditures 
by the United States in connection with the chrome plant and so on. Are they 
shown on this sheet?—-A. No. If I used the term “‘similar’” I am sorry because 
they are not similar expenditures. They are expenditures made by the United 
States government not shown on this sheet at all. 

The CHAIRMAN: Would it be the pleasure of the committee to have this 
statement annexed to the reports of the proceedings for today? 

Some Hon. MEMBERS: Agreed to. 

The WITNESS: May I say something, Mr. Chairman? We have transposed 
some figures, not in the sheet, but in my statement. When I refer to prepro- 
duction and learning expenses as being $1,525,428, it is there that the $35,074 
appears. On the third item it should be the $33,158. But, I believe it is correct 
on the sheet which has just been distributed. 


By Mr. Monteith: 
Q. I do not think so. You have not transposed the $1,525,000 and the $1,- 
338,000, have you? That is the figure that is transposed here.—A. Yes, I am sorry. 
Q. In other words Sorel has been given an amount of $1,525,428 as a settle- 
ment to cover their losses, presumably, in the period,—or some of their losses— 
from 1945 to 1950, at which time they were not entering into any contract with 


the department?—A. It is actually $2,880,000 not $1,500,000. It is actually 


$2,880,000 of. which $1,500,000 is apportioned to the 3770 contract, and the 
balance to the 1-5 and the 155 contracts. 

Q. That figure then is actually— —-A. $2,880,000; or $80, 000 per month for 
three years. 
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Although the figure ultimately turned out to be $2,880,000 it was not agreed 
to on that basis. It was agreed to on the basis of $80,000 per month for three 
years, if contracts had not been placed, or had been cancelled, or had run out_ 
within that time. Then the only amount arranged would have been $80,000 
per month for the number of months that Sorel were actually in production. In — 
the end it was the total figure of $2,880,000. : 


By Mr. M cGregor: 


Q. That was for rent while they were in production?—A. It was as a. 
device, as a method to be able to negotiate with Sorel on their production | 
contract, the same way that we would negotiate with any other contractor 
who had not been in their unique position. ; 

Q. That was rent of $80,000 a month while they were in production? 


4 
By Mr. Harkness: 


Q. No.—A. It was a payment of $80,000 a month while they were in 
production for a maximum of three years. 


By Mr. McGregor: 


@. How was this other amount made up? Was that made up as rent before — 
they started manufacturing?—-A. No. The amount that we have described is the — 
proportion of the $2,880,000 that was payable by the 3’’/50 contract. The other © 
contracts picked up the balance. 


By Mr. Monteith: 


@. And these contracts really ran then from about 1950 on until 1955? 
A. They are still on production. 
. Q. All those amounts have been absorbed? There will be no more of 
this type of payment?—A. No. 


By Mr. Hamilton (Notre-Dame-de-Grace): 

@. Would you say, Mr. Golden, that it was an unusual coincidence that 
the letter of intent issued in 1950 by the United States government to the 
Canadian Commercial Corporation establishing the proposed or estimated price 
of $250,000 for these guns was so extremely close to the final price of these 
guns, which I think your sheet sets at $249,498?—-A. I have no personal knowl- 
edge of how this figure was arrived at in 1950. I do not believe that it was 
intended to be the ultimate figure that would be agreed to. ; 

Q. No, but is it normal that over a five-year period, between the issuance 
of a letter of intent and the ultimate determination of the price that the two 
figures coincide to within a tiny fraction of 1 per cent?—-A. I cannot answer 
that because I do not know of any similar circumstances that I can refer to. 

Q. The Canadian government has issued other letters of intent?—A. Yes. 

Q. Have you usually been as close as that between your original estimate 
and the final figure?—-A. I do not think an estimate made five years before 
would normally be within 1.per cent, no. 

Q. No. You see, that is one of the things about this which causes me some 
concern. I am wondering whether perhaps there is some question we have 
not asked which should have been asked to bring another aspect of this | 
matter to light. You have much information at your disposal. You have been. 
very generous in answering any questions which were asked by the committee, 
but it does seem to be most unusual—shall I say to be almost unbelievable— 
that in 1950 we entered into a discussion with the United States navy and the 
Canadian Commercial Corporation, and then the Canadian Commerial Corpora- 
tion and Sorel Industries and we say we envision the production of 40 guns 


- 
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for the United States navy plus some for Canada and we envision these 40 
guns as costing $10 million, which is an average price of $250,000. Five years 
later, despite all the cost increases, despite everything that has happened in 
that period, we come along and we say “Now, we are going to send you a bill 
for these guns, and it is not actually $250,000, it is $249,498”. At the same 
time, we have entered into discussions with the Canadian navy. At that time, 
for whatever reason at the 1950 point we said we think these guns are going to 
cost $300,000. Five years later we come along to them and we say, well, we 
are now prepared to send you a bill. The bill is $371,240. Now, there is, and 
-I think you can see, something that at least takes one’s interest in a situation 
like that.—A. Would it be of any assistance, Mr. Hamilton if I indicated,—and 
that is the fact,—that in the course of the negotiations with the United 
States on several occasions they offered us substantially less than $250,000 per 
mount. $250,000 was an amount finally’ agreed upon, but we had suggestions 
from the United States government that the amounts should be substantially 
less than that. 


By Mr. Applewhaite: 


__Q. Would it be a wrongful inference to suggest that the original figure was 
a stated maximum—the $250,000?—A. It is not unusual to indicate a figure 
beyond which the contractor is not allowed to go. 


By Mr. McGregor: 


: Q. In other words the government of the United States was trying to buy 
them as cheaply as they could?—A. I would think so. 
Q@. And Canada was not?—A. I would not agree with that. 
Q. It looks like it, according to these figures. 


By the Chairman: 


Q. I see a statement, Mr. Golden in the Auditor General’s paragraph 
that we are working on now. He mentioned an offer of $45 million for the 
production of 180 guns. This was accepted. Now, that works out at exactly 
$250,000 per gun?—A. Yes. 

Q. Would it be fair to say,—and.I do not want to put words into your 
mouth,—but would it be fair for us ‘to say that the $250,000 was the maximum 
that you could possibly gét out of them after long and protracted negotiations— 
A. It is the most we were able to get, and it reflected what we thought, and 
what I personnally still think is a fair distribution. 


_ @. Can you elaborate on that?—A. I think it is a fair distribution, because 
Canada gets far more advantages, and got more advantages out of the.fact 
that the United States placed an order for $45 million in a plant which we 
were just reactivating to meet the Korean emergency. They absorbed four- 
fifths of. the overhead; they absorbed four-fifths of all the fixed charges; they 
absorbed four-fifths: of the cost, after the initial charges had been paid, of 
training people and absorbing the learning curve, and they put us in a position 
where we were able to continue to produce other weapons in this plant. 


Q. Just to pinpoint this matter, and to get some figure before us, could 
you tell the committee this: supposing the Americans had not given us that 
order, or supposing we had said that we could not do it for $45 million and we 
would not accept that order, what would have been the approximate cost of 
46 guns built for the Canadian navy, if the guns had not been built for the . 
American navy?—A. Two or three times what we paid. 


Q. Two or three times what we paid. Thank you. 
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By Mr. Hamilton :(Notre-Dame-de-Grace) : 
Q. Did Sorel Industries indicate at any point that they simply would not 4 
proceed with the contract if these expenditures, which eventually ended up 
being charged only to the Canadian portion of the contract, were not under- 
taken by the Canadian government?—A. It was agreed right at the outset that ¢ 
these expenditures were necessary and would have to be paid by the Canadian ~ 
government. It was not any concern of Sorel whether the Canadian govern- © 
ment was reimbursed in whole, in part, or not at all by the United States — 
government, . 
Q. When you say it was agreed at the very outset, have,you any idea as E 
to what the approximate date would be that that agreement was made?—A. ‘ 
These would be expenditures which would be incurred right at the beginning, ~ 
inasmuch as they were necessary before you could start. It would be 1950-51. 


By Mr. Monteith: 


Q@. Are you referring now to the $3,700,000-odd?—-A. We refer to these 
three items, 


By Mr. Hamilton (Notre-Dame-de-Grace): 


Q. So they must have been envisioned in these two original letters of 
intent? When the letters of intent were issued we had these in mind?—-A. We 
would not have any dollar value in mind, at least no accurate dollar value in 
mind, but I suppose that would be agreed, that some expenditure on these 
matters would be envisioned at that time, yes. 


By Mr. Applewhaite: ? 
Q. In your figures showing the cost of the guns, is there included an amount 
for plant overhead?—-A. Yes, of course. 


Q. Yes. This is what I am getting at, I do not want it to sound a leading 
question, but if we had not paid these three items that we have been talking 
about, would they then have gone into the basic cost as increased plant over- ~ 
head? Would Sorel have arranged their billing’ somehow or other so that ~ 
they got out of this first order?—-A. They had to be absorbed as an element 
of cost somewhere. 


Mr. MontvettuH: I claim the two items are understandable, but, not the third. 


The CHAIRMAN: Just a minute, I think we Sah let Mr. Golden finish his 
answer first. 


By Mr. Applewhaite: 

Q. It is all three of them I am getting at.—A. I think you have to segre- 

gate the third one from the first two. The third one is a method of putting 

this company in a position where we could deal with them in the same way 

as we try to deal with all defence contractors. The first two are just ordinary 

elements of cost which have to be absorbed under a contract or contracts, 
whichever manner you may choose. 


By Mr. Harkness: 

Q. In effect, in respect to these three items, it is actually $34,074 extra 
profit per gun, that is really what it comes down to?—A. It is an extra pay- 
ment. Some element of it might be profit. 

Q. I would say that it is all profit; because if the company had that plant 
there, and had been maintaining it over these five years, then you turn around 
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and pay them $1,525,000 for what they had already done, over the previous 


five years, and during the period in which they were trying to establish some 


commercial activity there, and had not succeeded in doing so?—-A. They had 


spent this money. 


Q. Certainly they spent it, but they would have spent it whether you 


gave them any contract or not?—A. Yes. 


Q. Therefore what that really amounts to is, as I say, an extra oy 
of $35,074 per gun. 


The CHAIRMAN: Is that quite accurate? 


By Mr. Harkness: 

Q. You indicated that in your evidence before, yourself.—A. I cannot 
quarrel with the statement that if the payment had not been made they would 
have been out of pocket what they had expended in prior years, and that would 
be the end of it. But, Iam not sure that I would agree that because a payment 
was made, in effect it represents a profit which you might just as well say 
represents a reimbursement of losses. i 

Q. I think that comes to the same thing. In this second item, how much of 
this $908,000 was for rehabilitating these staff houses?—-A. $200,000-odd. 

Q. Those staff houses, I presume, are rented to the employees?—A, Yes. 

Q. How is it justifiable to charge that up to the Canadian government? 


“Here you have got certain houses that have been rehabilitated at a cost of 


$200,000. They are being rented to the employees and I presume the housing 
situation, being as it is, they will continue to be rented. It does not seem to 
me that it is justifiable to charge that up to the Canadian government.—A. As 
I understand it, the thinking behind it was that these houses had fallen into 
disrepair and it was desired to put them in the condition that people could 
start living in them again; and then the cost that was charged, after they 
started living in them, was a cost of normal rent. 

Q. But why should the Canadian taxpayer put them into shape? Why 
should not the person who is occupying them pay rent to cover this cost, which 
is the normal thing in any other type of housing that I know of. Even in cases 
of army houses, and defence houses, they charge sufficient rent to cover the 
building cost and the depreciation, and the maintenance and so forth. There 
is no other type of housing that I know of. where the Canadian taxpayer 
pays for it.—A. This is a barrack type of accommodation for single men. [| 
understand that it is not uncommon that this be done to avoid having to charge 
excessive rental to the single men who occupy them. 


‘ 


By Mr. McGregor: 
@. When were these houses built?—-A. In the early years of World War II. 


By the Chairman: 
Q. And they had been uninhabited for four or five years?—-A. I 
understand so. 


By Mr. Harkness: | 
Q. Is there any other case at all where the Canadian government has paid 
for the rehabilitation of houses, and in effect paid for housing for employees 
in a factory?—A. I understand it is not uncommon to achieve this net result, 
but whether it has been done in this exact way before I cannot say. . 
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Q. It is generally done, if it is done at all, by the industries in order to 
attract labour in, or to help hold them there, or something else along that line. 
In other words it is purely in lieu of their wages, I presume.—A. Yes. If they 
are working on. defence contracts they charge these fringe benefits, and such 
costs, to the Canadian government. 


@. I cannot see any justification for it.’ 


By Mr. McGregor: 
Q@. What rent do they pay for these houses?—A. I do not have the answer. 


Mr. HARKNESS: Did this gentlemen say they pay for their meals and they — 
do not pay any rent at all? That is what I heard. 


Mr. E. C. PERKINS: No. They are in fact paying “board and room” for 
their accommodation. They pay for their meals under a community type living. | 
They have rooms. These are barrack type accommodations similar to the 
army accommodations, and they pay the-normal amount. 


Mr. McGrecor: It is just really a boarding house, is it? : 

Mr. PERKINS: More or less; I gather it is a barrack type accommodation. 
Mr. McGrecor: What do they pay? 

Mr. PERKINS:, I am afraid I cannot answer that. 

Mr. McGrecor: You seem to know all about it. 


Mr. PERKINS: It is the normal amount for that area, and for that type 
of accommodation, I gather. 


Mr. McGrecor: What is it? 

Mr. PERKINS: I am sorry, I do not know. 

Mr. McGrecor: I think, Mr. Chairman, that we should have that. 

Mr. APPLEWHAITE: Yes, so do I, Mr. Chairman. I do not think the record 
looks well as it is at the moment. I have operated some of this type of housing 
‘for private enterprise when they were on government contracts. I do not 
know the facts here, but I think we should have them, because the witness 
used the term “rent”. In most of those which I have operated, by the time 
we got what we collected from the men there was enough to pay the bull 
cooks, the heat and the light and the rental, and the employer took a loss at 
that. 

The CHAIRMAN: There is no reason why we cannot— 


Mr. APPLEWHAITE: I think we. should find out whether it is a charge at 
cost, or whether it is rental, in which case thére is a profit on the investment. 


- The CHAIRMAN: We will certainly get that information, Mr. Applewhaite. 


By Mr. Monteith: 


@. Mr. Chairman, if you are off that for a moment, I would just like 
to go to the sheet we have been given. I notice the basic price paid for U.S. 
and Canadian guns is $163,240. Now, the loaders, that is understandable from 
the explanation. 

But, come to the duty rebate—$4, 554 from the U.S. The explanation 
says, “Rebate on duty paid on parts and materials originally imported from 
United States and incorporated in guns shipped to United States.” Now, that 
duty must have been originally incorporated in the $116,000. Am I right? It is 
now a credit taken off?—A. Yes. 

Q. So it must have been incorporated there. How does the cost come to 
an exact cost? The normal basic price of $163,240—- —A. We imported the 
same items from our guns. 


irs 
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Q. Oh, it does not say that.——A. I am sorry. 
Q. It implies that they are incorporated only in the U.S. guns. Mea They 
are incorporated in all guns. 
@. They are incorporated in the Canadian guns too?—A. Yes. 


By Mr. McGregor: 

Q. Could you tell us how much of this stuff was imported from the United 
States?—-A. The American content would be greater at the beginning when 
we were getting into production with respect to various items here, and smaller 
as the contract proceeded. I am not sure that I can give a— 


@. I suppose that information is available? You could get that for ‘us? 
—A. Yes. 


By Mr. Hamilton (Notre-Dame-de-Grace): 
Q. Are any more contracts for these guns contemplated at the moment? 


_—A. Not to my knowledge. 


@. Has there been any—has the department received any representations 
from, say, the other branches of the Canadian armed services, or the govern- 
ment, that this practice of loading three items, that have been under 
discussion here, on to the one government contract, has resulted in too heavy 
a burden being assessed to the government?—-A. Not to my knowledge. 

Q. It does have that effect actually, leaving aside the question of the 
United States versus Canada. Since this contract was put through there have 
been other contracts for the army which you got for this plant?—-A. Yes. 

Q. Correct. Those have benefitted?—A. Yes. 

Q@. By those particular expenses?—-A. Yes. 

@. Therefore if the expenses had been apportioned across the board thé 
subsequent contract would have been at a somewhat higher price, and this 
particular contract would have been at a somewhat lower price?—A. I have 
no doubt that it would have been possible to make other accounting 
arrangements. 


By Mr. Monteith: 

_ Q. Mr. Chairman, I wonder if the department could get this information 
that Mr. Harkness asked for a little earlier in respect to the total amount 
paid to Sorel? I am also wondering if these two amounts, the United States 
amount of $246,363 multiplied by 180, and the Canadian figure of $348,793 
multiplied by 46, must come to a certain figure. Now, I wonder if we could 
get a breakdown of the item in the public accounts where this total amount 
is paid to Sorel? It may have been paid over two or three years, I do not know. 
But, where is it paid?—-A. Public Accounts would also have payments to 
Sorel on other contracts. 

Q. Yes, but it would be quite possible to—I mean, they would be filed 
with this contract. The amounts connected with the Canadian Commercial Cor- 
poration, or whoever it was, would be filed with this contract separately from 
the others.—A. We could get those figures. 

By Mr. Hamilton (Notre-Dame-de-Grace): 

Q. In your negotiations, Mr. Golden, with the United States government, 
was any attempt made to collect more than $250,000 from them? Was it sug- 
gested by the Canadian government that they might well pay more than 
$250,000?—A, Yes. 

Q. On that basis would you have arrived at the fact that they should pay 
more than $250,000?—-A. I think that in the process of negotiation if we found 
the Americans willing, we would have been quite happy to have them assume 
some of these other charges. We did not feel that we were in any position to — 
insist that they should do so. 
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Q. I see. In other words, what has really happened, as I understand it, 
is not that this has been a matter of principle with the Canadian government, 
from the very beginning, that they should absorb these three particular costs 
of their production. It has been a matter, presumably, that they started out 
feeling that some, or all, of these costs might be spread across the contract, and 
when the United States government said that they were going to stick by 
their $250,000 figure, and they would like to pay less if they could, our Canadian 
negotiating authorities, when they finally worked out the outside price, dis- 
covered this matter of principle?—-A. No, I do not agree with that. 

Q. What other possible explanation could there be, if in your initial stages 
you were prepared to have the United States pay for part of this, and sub- 
sequently you decided that you were not going to assess any of it to them?—A. 
I do not think it was a question of discovering principles at all, Mr. Hamilton. 
There are things in the course of negotiation that you might reasonably ask 
for that you are not prepared to go down the line for. 


By Mr. McGregor: 


@. I suppose they submitted the price that they could build these guns for 
-i nthe United States, and they would not go over that price, is that the idea?— 
A. To he best of my knowledge their prices in the United States are lower than 
$250,000, but there are reasons why that would be so. They have longer pro- 
duction runs and do not have to start from scratch the way we did. 


By Mr. Harkness: 


Q. Referring back to the request that was made by Mr. Monteith in respect 
to getting the totals paid, did the United States pay any money directly to 
Sorel or was it all paid to some agency of the Canadian government which 
then paid Sorel?—-A. They would pay the Canadian Commercial Corporation. 

Q. So all payments to Sorel were made by the Canadian Commercial Cor- 
poration, and those will all appear in the public accounts?—-A. Yes, those 
figures will appear. 

The CHAIRMAN: We shall adjourn to the call of the Chair. It remains for 
me to thank Mr. Golden and his officials who have been called to give us this 
information. ; 

Now, I will get the required information from the Department concerned, 
namely: rentals of staff houses; percentage of parts and materials imported from 


the U.S.A.; and the total payments to Sorel Industries Limited by Canadian — 


Commercial Corporation, and the amounts paid on U.S.A. account. 
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APPENDIX II 


Ottawa, July 10, 1956. 
Dear Mr, Cannon: ; 


It was agreed at. the meeting of the Public Accounts Committee of July 
5th that the Department of Defence Production would forward to you the fol- 
lowing information in connection with the contract for 3”50 naval guns. 


1. What were the amounts paid by Sorel employees for room and board 
in connection with the staff (boarding) houses? 


ANSWER 
Weekly rate per person 


Single Room Double Room 
1951 $16.00 $15.00 
1952 17.00 16.00 
1953 16.00 15.00 
1954 18.00 Se OU 


2. What was the percentage of cost of parts and materials obtained from 
the United States for both Canadian and U. S. guns? 


ANSWER 


The United States content of the U. S. guns was approximately 
9-5 per cent of the U. S. cost. The United States content of the Cana- 
dian guns was approximately 7 per cent of the Canadian cost. 


3. (a) What was the total amount paid to Sorel Industries Limited for the 
production of the guns? . 


(b) What was the amount paid by the United States? 
ANSWER 


(a) Full payment has not yet been made to Sorel Industries Lim- 
ited as a portion of the profit is being withheld pending final assess- 
ment of costs by the Cost Inspection and Audit Division of the 
Department of Finance. Total payments to the company as of June 
30, 1956, for the production of 3”50 guns was $60,810,559.06. Of this 
amount, $44,156,932.92 was on U. S. account and $16,653,626.14 on 
Canadian account. 


(b) The amount paid by the United States Navy to Canadian Com- 


mercial Corporation for 180 guns was $44,909,412.08 (Canadian funds). 
The difference on U. S. account between figures given in (a) and 


(b) is due to profit holdback mentioned above. 
Yours faithfully, 


D. A. Golden, 
Deputy Minister. 


. Chas. A. Cannon, Esq., M.-P., 

| Chairman, Public Accounts Committee, 
Room 431, 

House of Commons, 

Ottawa, Ontario. 
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Antonio Plouffe, 
Clerk of the Committee. 


Minutes of proceedings of Thursday, March 8, 1956. 


Motion of Mr. Cavers, page 7, line 21, should read: 
Resolved,—That the Chairman and eight other members, to be selected by 
the former, compose the Sub-Committee on Agenda. 


REPORT TO THE HOUSE 
THURSDAY, July 26, 1956. 


The Standing Committee on Public Accounts begs leave to present the 
following as its : 


THIRD REPORT 


Pursuant to an Order of Reference from the House dated March 2nd, 1956, 
your Committee has had for consideration the Public Accounts of Canada for 
the fiscal year ended March 31st, 1955, Vol. I, and the Public Accounts of 
Canada, Vol. II, respecting Financial Statements of Crown Corporations for the 
fiscal year ended March 31, 1955, together with the Report of the Auditor 
General to the House of Commons thereon. 


These Reports were tabled in the House on January 13th, 1956. 


Your Committee held eleven meetings in the course of which it heard the 
Auditor General for Canada, Mr. Watson Sellar, Mr. K. W. Taylor, Deputy 
Minister, Department of Finance, Mr. R. G. Robertson, Deputy Minister, 
Department of Northern Affairs and National Resources and Mr. D. A. Golden, 
Deputy Minister, Department of Defence Production. 


Your Committee examined Mr. Watson Sellar at some length on his com- 
ments as contained in his Report to the House which is appended to Vol. I of 
the Public Accounts as well as on Departmental Accounting Practices and 
certain aspects of the Financial Administration Act (1951). 


Your Committee obtained relevant information and pertinent clarifica- 
tions from the Deputy Minister of Finance as it did from the Deputy Minister 
of Northern Affairs and National Resources and the Deputy Minister of Defence 
Production. 


Your Committee also heard evidence on the production cost of 3”/50 Twin 
Mount Guns for the Royal Canadian Navy and the U.S. Navy. Your Com- 
mittee obtained additional information thereon in particular with reference to 
comments by the Auditor General as contained in his report. 


Your Committee desires to record its appreciation of the assistance and 
information which it received during its deliberations from the above-mentioned 
witnesses. ! 


A copy of the Minutes of Proceedings and Evidence of the Committee 
relating ‘to the Public Accounts for 1955 as considered by the Committee is 
appended hereto. 


Respectfully submitted, 


CHARLES A. CANNON, 
Chairman. 
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MINUTES OF PROCEEDINGS 


THURSDAY, July 26, 1956. 
(11) 


The Standing Committee on Public Accounts met in camera at 10.30 o’clock 
this day. Mr. Charles A. Cannon, Chairman, presided. 


Members present: Messrs. Anderson, Boisvert, Breton, Bruneau, Cannon, 
Goode, Hamilton (Notre-Dame-de-Grdce), Henderson, Kirk (Antigonish- 
Guysborough), McLeod, McWilliam, Ménard, Mitchell (Sudbury), Monteith, 
Pommer, Regier, Thomas and Weaver—(18). 


The Chairman presented the following report of the Sub-Committee on 
Agenda and Procedure: 


TurEspDAY, July 24, 1956. 


Pursuant to notice, the Sub-Comimttee on Agenda and Procedure 
of the Standing Committee on Public Accounts held a meeting this day 
at 10.30 am. Mr. Cannon, the Chairman, presided. 


Present: Messrs. Cavers, Breton, Harkness and McLeod. 


The Subcommittee considered the attached draft report and recom- 
mends its adoption as the Committee’s Third Report to the House. 


(For draft reports see page 195.) 


On motion of Mr. Cavers, seconded by Mr. Breton, the sub-committee’s 
report was adopted. 


The Committee considered the said draft report paragraph by paragraph. 


Mr. Breton moved, seconded by Mr. Henderson that the Chairman present 
the draft report as the Committee’s Third Report to the House. 


In amendment thereto, Mr. Hamilton (Notre-Dame-de-Grdace) moved, 
seconded by Mr. Goode, that the name of the last witness, the Deputy Minister 
of Defence Production, be added to paragraphs 3 and 5. 


The question being put, the amendment was adopted. 


On motion of Mr. Bruneau, seconded by Mr. Ménard, 
Resolved,—That the Chairman present the draft report as amended as 


the Committee’s third report to the House. 


At 10.45 a.m., the Committee adjourned to the call of the Chair. 
Antonio Plouffe, 


Assistant Chief Clerk of Committees. 
(No further proceedings for this Committee.) 
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